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ELECTRIC 


Greeting 


HE. Westinghouse Electric & Manufactur- 

ing Company desires on this occasion to 

again greet its many friends, and to 
express the wish that they may benefit, as 
much as it expects to do, from the Annual 
“Get Together.” 


The year elapsed since the previous conven- 
tion has contributed its full share toward ad- 


vancing the art of electric railroading, both in 
broad applications as well as in the further per- 
fection of many details, which make for greater 


reliability, economy and convenience. 


The railroads of the country have profited 
handsomely by judicious investments in such 
improvements in the past, and the present ex- 
hibit contains many items which warrant the 
careful investigation of every detail. 


Westinghouse Electric & Manufacturing Co. 
East Pittsburgh, Pa. 


Sales Offices in 45 American Cities 
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This Condition Cannot Occur 


even in modified form without 
Costing Money 
The sagging brake chain is a part of ordinary brake service—an expensive part. 


It’s a dangerous condition and to minimize the danger motormen take it in | 
their own hands to operate with the slack wound up—the brakes partially set. / 


Towtorrect “this and 4oeanordmbeticr 
operating efficiency. | 
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: Peacock 
_Improved Brakes 


have been designed. 
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The improvements have been suggested | 
by reason of more than ten years’ ex- | 
perience in brake development and co- : 
operation with railway men. | 

| 
Combined: they «make, up wi the-rand ae | 
Brake, with Air Brake Efficiency.” iii 
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Convention Number 


Electric Railway Journal 


This number contains an important series of Contributed Articles on the 
subject of Public Relations grouped under three classifications as follows: 
Part I—Meeting the Public; Part II—Operating Conditions; Part II1I—Regulation 


HOW THE AMERICAN ASSOCIATION 


IS 


DEVELOPING GOOD PUBLIC RELATIONS 


By CHARLES N. BLACK 


Vice-President and General Manager United Railroads of San Francisco 
and President American Electric Railway Association 


formation of the American Electric Railway 

Association was the advancement of the indus- 
try, and the only excuse for its continued existence 
is this same motive. That it has in the past effi- 
ciently and successfully performed its function there 
can be no question, but to carry on the work in the 
future and to render as efficient service will require 
not only greater financial resources, but also, what 
is far more difficult to obtain, the active and hearty 
co-operation of the ablest men connected with the 
electric railways of the 
country and all affiliated in- 
dustries and interests. 

The paramount question 
of to-day is public relations 
and how to better them, 
and the most important 
committee of the associa- 
tion is the one dealing 
with this subject. Com- 
posed of men than whom 
there are none more representative to be found in 
the electric railway world, this committee has held 
several meetings during the past year and has 
formulated a code of principles, which will be em- 
bodied in its report to the convention to be held in 
Atlantic City this month. The committee has also 
prepared a comprehensive scheme of educational 
publicity which it will submit for the approval of 
the association. But this program, while very im- 
portant, is only the first step in many that will have 
to be taken before we can hope for any material im- 
provement in the present unsatisfactory conditions, 
and it will be incumbent upon the association, both 
through its individual members and as a body, to 
put its shoulder to the wheel. 

Frank and full publicity will be one of the car- 
dinal principles advocated for every transportation 
company in its dealings with the public and with 
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“The paramount question of to-day 
is public relations and how to better 


community must be brought to feel 
that the electric railways contribute 
to their comfort and welfare.” 


the public’s representatives, the state commissions. 

These commissions, in many states vested with 
almost autocratic power, are composed principally 
of men who have had but little experience in the 
public utility field, and, while unquestionably hon- 
est, they have had very limited sources from which 
to secure accurate and reliable data upon which to 
base their decisions. 

The American Electric Railway Association has, 
in the interests of its members, gathered a large 
amount of valuable statistics and data, and no bet- 
ter use can be made of this 
store of information than 
freely to furnish it to any of 
the state commissions upon 
request. In fact, the day is 
not far distant, if it has not 
already arrived, when it will 
be deemed expedient and 
wise to extend an invitation 
to every state utility com- 
mission to send one or more 
delegates to the annual convention of the association, 
not merely as spectators but as active participants 
in the discussions of the problems before the in- 
dustry. As Mr. Tripp stated in his admirable ad- 
dress before the association last February, “The 
time is ripe for the association to do good work 
in the direction of co-operating with the public.” 
But before any co-operation is possible it is abso- 
lutely essential that the suspicion and distrust of 
all public utilites which is now so prevalent 
be dispelled, and no move which the association 
could make would tend more to bring this about 
than the one suggested above. The people of a com- 
munity must be brought to feel that the electric 
railways contribute to their comfort and welfare, 
and they must have sufficient faith in the manage- 
ment to defend it rather than continually to knock 
it, as is largely the case to-day. 


The people of a 


Charles N. Black. 
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A CONCRETE PUBLICITY SUGGESTION 


By C. LOOMIS ALLEN 


Allen & Peck, Ine. 


ulous and intangible that those who are inter- 
ested in its solution welcome any practical 
suggestion, by means of which discussion may be 
translated into action. In my opinion such a sug- 
gestion is contained in the testimony of Joseph E. 
Sterrett, of the firm of Price, Waterhouse & Com- 
pany, public accountants, before the Pennsylvania 
Public Service Commission, sitting to investigate 
the matter of telephone rates. 
In this case, as in all rate cases, the question of a 
reasonable rate of return on investment was an im- 


S: much of the public relations problem is neb- 


portant consideration, and Mr. Sterrett was placed . 


upon the stand by the telephone company to testify 


‘“‘Let the people see that the undue limitation 
of return on money invested in local trans- 
portation is not only unfair to the holders 
of utility securities but it is a preventive of 


extensions both of line and service as well. 
Such limitation hits the street car patron as 
well as the owner of utility stock.” 

—C. Loomis Allen. 


as an expert. Mr. Sterrett offered in evidence two 
exhibits, one of which was a tabulation of the fig- 
ures obtained from an investigation of the accounts 
of thirty-six manufacturing concerns and showed 
for each the investment, excluding as far as possi- 
ble intangible values, the profits and the rate of 
return. The other exhibit was a tabulation covering 
in a similar way nineteen trading concerns. The 
companies selected were taken, at random, from a 
large number investigated by Mr. Sterrett’s firm, 
and the witness testified that, in his opinion, the re- 
sult would not be materially altered were the list in- 
definitely extended. 

The rate of return for the manufacturing con- 
cerns showed an average of 14 per cent, and for the 


trading firms about the same. Mr. Sterrett testified 
that most manufacturers expect:a rate of return ap- 
proximating 20 per cent, and pointed out that public 
utilities were compelled to compete in the open mar- 
ket for the money for extensions and betterments 
with these concerns. 

This was valuable and enlightening evidence and 
must have made an impression upon the minds of 
the commissioners. The tendency to limit the rate 
of return upon money invested in utilities is alarm- 
ing and the public is apt to lose sight of the very 
essential fact that, with a limited rate of return, the 
utilities must bid for investment money against in- 
dustrial concerns whose rate is unlimited. The op- 
portunity is before every electric railway executive 
to do some effective publicity work along the lines 
suggested in the testimony. 

The executive knows what the profits of the local 
manufacturing concerns are. If he will tabulate the 
data as to local investments and the rates of return 
secured, he will have some valuable ammunition. 
These figures should be put in such shape that they 
can be readily understood and then placed before the 
local public. This -will let the people see that the un- 
due limitation of return on money invested in local 
transportation is not only unfair to the holders of 
utility securities but is a preventive of extensions 
both of line and service as well. Such limitation hits | 
the street car patron as well as the owner of utility 
stock. 

When the improvement of public relations is dis- 
cussed we are often confronted with the argument 
that the subject is so abstract in its nature that lit- 
tle if anything can be done by concerted action. 
Here, however, we have a concrete instance in which 
good work can be performed, not only for individ- 
ual interests but for the industry as a whole. Mul- 
tiply such instances, and in a short time an effective, 
active campaign will be in- operation. In other 
words, theory should be translated into action. 


COMPLETE UNDERSTANDING BETWEEN 
COMPANIES AND PUBLIC DESIRABLE 


By L. S. STORRS 


President of the Connecticut Company 


railways toward publicity and the work of the 
public service commissions in promoting pub- 
lic realization of the issues between the companies 
and the public, much work remains to be done before 
a complete understanding between these interests, 
with all the good that it should mean to both, can 
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be expected. It is assumed that one of the principal 
reasons why the public has not permitted companies 
to increase revenues as expenses increase is that it 
has not appreciated the importance of successful 
financial results of the operations of the public utili- 
ties. It has not appreciated the importance of this 
mainly for the reason that it does not know what it 
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really means to the companies and, in turn, to the 
public in the way of service. It is the duty of com- 
panies to try in every way to inform the public 
fully in regard to the meaning and effect of changes 
in their financial position. 

Statements of financial operations are made by 
the companies to the public service commissions, 
which exist in practically all the states. These 
statements are open to public inspection, but ordi- 
narily, unless some effort to explain them is made 
by the company, they are not understood by the 
public. In the absence of knowledge the public is 
in danger of regarding the large sums received as 
gross revenue as somewhat in the nature of profit 
without considering the existence of heavy deduc- 
tions which must be made for expenses, taxes and 
interest. Even in ordinary times it cannot be ex- 
pected that the public will have a conception of the 
meaning of the results of operation of the companies 
unless a strong, persistent and determined effort 
is made to explain the facts. In extraordinary times, 
such as these, when the companies are suffering, 
not only from decreased revenue but also from 
heavy increases in all of their items of outgo, it is 
all the more essential that wise, considerate and 
fair efforts be made to acquaint the public with 
the facts. 

If a company could go ahead indefinitely with the 
track mileage with which it originally started, with 
the same cars, power equipment and other facilities 
which enable it to render service, the problem of 
financing would be less insistent and it would not 
be a matter requiring constant explanation to the 
public. However, neither the public nor the com- 
pany would be satisfied with a service based on the 
original investment. Such service would mean not 
only lack of growth, but absolute deterioration of 
every city, town and village which now enjoys rail- 
way service. American communities have grown so 
rapidly, and generally the demands for increased 
service have been so regular from year to year, that 
greater facilities have been needed continually. 
Without new investment it would be absolutely im- 
possible for companies to give to the public the 
service that it ought to have. 

It should not be expected that the public will 
receive all of the benefits of increased investment 
and increased service at the expense of the com- 
pany. The company is a going business machine. 
Unless it is a profitable going business machine it 
cannot expect to enlist new capital in its service. 
Unless it can show investors that it is making a 
profit on the capital already invested, it cannot in- 
duce them to advance more money for development. 
In order that public service corporations may at- 
tract the new capital required continually for neces- 
sary additions to property and betterments of exist- 
ing systems it is absolutely necessary for them to 
obtain sufficient net revenue to provide a reasonable 
return upon the fair value of the property devoted 
to the public use. 
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“The people should realize that reduced net 
revenues mean an inferior service with which 
they will not be satisfied and a decrease in 
the amount of facilities added to the prop- 
erty for the benefit of patrons.” 
=), 


S. Storrs. 


There is a logical connection between the difficulty 
of raising new capital which many companies have 
experienced in the last year and the agitation for 
reduced fares. New capital has to be invited by 
the promise of a fair rate of return. If, while 
the company is seeking new capital, the public served 
by the company is agitating for reduced rates, in- 
vestors are likely to fear that the return promised 
them on their capital will be imperilled. If the 
amount of revenue is in danger of reduction while 
actual expenditures, as is well known, are increased, 
there is certainly no assurance for the investor that 
the income available for return on the capital will 
not be seriously reduced. 

It is often difficult to trace the reason for an 
attack on a company. The sources of attacks on 
public service corporations differ in various com- 
munities. Sometimes they are in the public press 
which, in some communities, does not hesitate to 
attack corporations and their affairs bitterly. On 
the other hand many newspapers of public circula- 
tion have not hesitated to champion the cause of 
the public service corporations. We have examples 
of this fact in the present agitation for an increase 
in railroad freight rates. Many newspapers are 
asking that the government authorize an increase in 
freight rates so that the railroad situation may be 
strengthened at one of its weak points. In order 
to advance political prestige public officials in some 
cities use public service corporations as a target for 
attack. Public officials are in office to serve the 
entire public, and they ought to protect companies 
from improper exactions on the part of the public 
just as much as they protect the public from im- 
proper practices on the part of companies. One 
glaring case of injustice is the refusal of the Post- 
office Department to grant adequate compensation 
for the service performed by electric railways in the 
transportation of mail. There are of course many 
public officials who are fair in their dealings with 
companies. 

In times like these, when revenues are declining 
and expenses are uncertain, public officials can do 
a good deal to relieve tension by a very careful 
scrutiny of all of the expenses which they impose 
upon electric railways. For instance, the present 
craze for permanent pavements throughout the East- 
ern part of the United States, together with the 
demand upon transportation companies to undertake 
the replacement of that portion of existing pave- 
ments which is within the area occupied by the 
tracks, is placing a constant burden upon revenues. 
This burden is absolutely unproductive of any re- 
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turn and is a permanent heavy charge on the rev- 
enues of the companies. The extent of this burden 
cannot be appreciated by those who have not had 
actual experience with it. It can be appreciated by 
business men who know what it means to be called 
upon to make an annual capital investment of at 
least 1 per cent of the total outstanding capitaliza- 
tion of their corporation for betterments that yield 
absolutely no return. 

The unfortunate financial result of the imposition 
of unproductive expenditures upon the corporations 
is, however, not the only result. The managers of 
public service corporations should be on their guard 
at all times to keep themselves from being so in- 
fluenced by acts of the hostile element of the public 
that they will lose that touch with the conservative 
element which ultimately will help them to pre- 


THE IMPORTANCE 
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serve the integrity of their property. Unless man- 
agers guard themselves against it, the tendency of 
reductions in rates and the imposition of expendi- 
tures for public benefit which cannot possibly yield 
any revenue will be to create antagonism. Antag- 
onism will not be of the slightest aid in the solution 
of the problems with which the companies are con- 
fronted. 

The companies have a large and important work 
to do in a publicity campaign that will show the in- 
evitable results of pressure upon revenues on one 
side and demand for greater expenditures on the 
other side. The people should realize that reduced 
net revenues mean an inferior service with which 
they will not be satisfied and a decrease in the 
amount of facilities added to the property for the 
benefit of patrons. 


OF GOOD PUBLIC 


RELATIONS 


By THEODORE P. SHONTS 


President Interborough Rapid Transit Company, New York 


have recognized the value of possessing the 

confidence of their customers. Those who 
have been most successful in the conduct of their 
business have striven to treat the public fairly, 
have justly acquired a reputation for upright 
dealing, and thereby through the co-operation of 
an appreciative public have built up vast business 
enterprises. 

It is an economic fact that good-will is an asset 
of definite intrinsic value. Therefore those in 
charge of transportation facilities should keep con- 
stantly in mind the fact that to conserve and en- 
hance security values it is just as important to 
keep continually adding to their “friendship list’ 
as it is to add to the “equipment list”—both being 
prime factors making for stability of earnings. It 
may be said that the market value of such good-will 
is dependent upon the degree of cordial relation- 
ship existing between transportation facilities and 
the public; and while this is a fact which has long 
been recognized by transportation officials in gen- 
eral, it is only of comparatively recent date that 
they have come to a full realization of the fact that 
real and enduring friendship of the public can be 
builded only upon confidence, and that the public’s 
confidence can only be secured through frank and 
honest dealings in the handling and treatment of 
all details of corporation affairs. . 

In the past many large public service corpora- 
tions seem to have considered that the franchises 
held by them and the strategic advantages they had 
secured placed them in an impregnable position 
where they could afford to conduct their business in 


= many years the merchants of the world 


a more or less arbitrary way. Undoubtedly in a 
large number of instances their business methods 
were entirely consistent with the ultimate interests 
of the public and necessary for the welfare of the 
properties involved, but the officials who were oper- 


ating such properties did not take the trouble to - 


explain why it was essential to pursue a given line 
of action. 

Taken as a whole, the American public is a 
reading public and a thinking public. No greater 
affront can be given to its intelligence than to treat 
with silence well-meant criticism based on reason- 
able grounds of complaint as viewed from the stand- 
point of the public. This does not mean that tech- 
nical questions of law, engineering or accounting 
can be lucidly discussed in words of one syllable, 
and the merits of all sides of an issue clearly pre- 
sented to the public in a half-column newspaper 
article. There are, however, very many factors 
bearing upon the great industry of transportation 
which are not at all understood by the public at 
large and which, as the occasion arises in each lo- 
cality affected, could advantageously be explained 
so that the public would have a clearer idea of some 
of the problems with which railway men are con- 
fronted. The public should not be allowed to re- 
ceive the erroneous impression that silence in re- 
gard to its criticisms is indicative of contempt for 
its views and that failure to explain is due to the 
fact that no adequate or reasonable explanation is 
possible. 

With a public service corporation a policy of 


‘silence may, and often does, create a suspicion and 


distrust on the part of the public which it serves. 
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During the last forty years this suspicion and dis- 
trust have been steadily increasing all over this 
country. Fuel has been added to the smoldering 
fire as here and there evidences of wrongdoing on 
the part of individual public service corporations 
have been brought to light. The newspapers, which 
are the great disseminators of ideas as well as of 
facts, have had very much to do with bringing 
about the situation existing to-day. Many, and I 
think the great majority, of the members of the 
newspaper profession are men of high ideals who 
aim to publish accurately, quickly and in readable 
form, the news of the day and to make such edi- 
torial comment thereon as from their standpoint is 
logical and fair. Such men have seen from the 
public viewpoint the reasonableness of certain criti- 
cisms made with regard to public service corpora- 
tions. In many instances they have been unable 
to obtain the corporation’s side of the question at 
issue because of the latter’s refusal to discuss the 
matter, and they have therefore been obliged in 
the light of their own knowledge and reasoning 
powers to set forth the facts and to comment there- 
on as best they might. A policy of frankness on 
the part of public service corporations toward such 
journalists, if instituted thirty years ago, would 
have brought about a very different attitude on 
the part of the public from that existing to- 
day. 

There are journalists of another type, however, 
who I believe to be in the minority but whose 
ranks have considerably increased within the last 
twenty years, who are not especially painstaking 
about making an accurate statement of the news 
of the day and an impartial comment thereon, 
but who from motives of politics, of personal in- 
terest, or of personal grievance are prone to color 
news in order to give the public a very different im- 
pression of the facts from what is actually the 
case. This policy of misleading the public is most 
successfully carried on through the statement of 
half truths and through the suppression of a por- 
tion of the facts which, if stated in full, would put 
a very different light on the whole matter. The 
journalists of this particular class have not been 
slow to utilize to their own advantage and to the 
advantage of the newspapers with which they are 
connected the just resentment of the public against 
the policy of silence on the part of public service 
corporations. Through the activities of this group 
of journalists the public has been deceived, and in 
an incredible number of cases one finds persons of 
intelligence who regard as clearly established facts, 
accusations which have been made by the irrespon- 
sible element of the press, either directly or by in- 
nuendo. This condition of affairs would never have 
existed if the corporations had long ago ceased their 
policy of silence and seeming indifference. 

It is beside the question to say that the public 
is not qualified to judge because of lack. of 
knowledge of all of the facts involved. It is not a 
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“It is an economic fact that good-will is an 
asset of definite intrinsic value.”’ 


—Theodore P. Shonts. 


sufficient answer to say that the rules, regulations 
and procedure of the corporations in probably the 
majority of cases have been and are now observed 
with due regard for the interests of the public and 
of the financial integrity of the property. The 
public has felt it was justified in knowing why such 
and such things were done or not done, and because 
the answer was not forthcoming the public was 
determined to create conditions that would compel 
satisfactory response to such inquiries. 

Another element which has contributed its quota 
of influence toward crystallizing public opinion 
against corporations, simply because they are 
corporations, has been the politician, particularly 
the municipal politician who has been sufficiently 
astute to seize upon an issue with which to catch 
the ear of the public and who has recognized that 
to attack a public service corporation was the 
popular thing to do. Many of these men have no 
doubt been more or less sincere in the statements 
they have made on hearsay evidence; they have 
been confirmed in their views by the silence with 
which their accusations have been received by the 
accused. Other politicians have known that the 
statements they have made were inaccurate and 
in some instances false, but they have trusted, and 
apparently with good reason, to the policy of silence 
of the corporations. 

All of these factors have led to the enactment of 
laws and ordinances having for their object the cur- 
tailing of the powers and intimate surveillance over 
the affairs of public service corporations. Further- 
more, the influences to which reference has been 
made have culminated in the creation of public serv- 
ice regulating bodies all over the country. Mem- 
bers of these regulating bodies have been appointed 
not because their knowledge of the conditions in- 
volved has rendered them especially qualified to act 
intelligently and constructively, but rather because 
they were deemed willing to give expression to 
popular resentment and to wreak popular venge- 
ance upon public corporations for real or fancied 
wrongs. The public is generally inclined to-day to 
regard all railroad companies with suspicion. The 
only remedy is a policy of aggressive action, hav- 
ing for its object the education of the people. The 
old saying, “Necessity is the mother of invention,” 
is applicable to the situation in which the railroads 
find themselves to-day. They are compelled by 
force of events to adopt a different policy in the 
treatment of the public from that followed hereto- 
fore if they are to survive as public service cor- 
porations. 

The sentiment all over the country with regard to 
the recent action of the Interstate Commerce Com- 
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‘There are three factors which are indispens- 
able to the securing of satisfactory relations 
with the public: 
“First—A policy of fairness and frankness 
toward the public, followed out in actual 
practice in the conduct of corporation 
affairs. 
‘‘Second—Efficiency of service. 
‘‘Third—tThe spirit of helpful and con- 
structive co-operation between the public 
and the corporations.”’ 

—Theodore P. Shonts. 


mission favoring an upward revision of freight 
rates is indicative of the fact that if the public is 
convinced of the justice of a proposition it will 
speedily rally in support of it. The public to-day 
is taking a greater interest in the affairs of corpo- 
rations than ever before, but the public is also 
beginning to realize more fully to-day than form- 
erly that the interests of all concerned can best 
be served by co-operation between the public and 
the public service corporations. No more impor- 
tant work demands the careful consideration and 
attention of officers of large public service corpo- 
rations than that of deserving and winning the 
confidence of the public and of securing its co- 
operation in order that the property involved may 
render to the public the best possible service. 

Many corporations have gone to the extent of 
establishing a department to take charge of this 
very important matter and are spending consider- 
able money to remedy conditions which might have 
been prevented by far less effort than is now neces- 
sary to correct them. 

There are three factors which are indispensable 
to the securing of satisfactory relations with the 
public: 

First—A policy of fairness and frankness toward 
the public, followed out in actual practice in the 
conduct of corporation affairs. 

Second—FEfficiency of service. 

Third—tThe spirit of helpful and constructive co- 
operation between the public and the corporations. 

The policy of the corporation should not be 
shaped by any narrow conception that it has a 
monopoly either through its franchises or other- 
wise. Experience has taught that if the public is 
with reason justified in complaining of service 
rendered it will find some way of applying a remedy 
and will obtain the end sought, irrespective of all 
the legal obstacles which may be involved. Science 
and invention have not by any means reached the 
limits of their possibilities, and no matter how 
firmly entrenched any company may believe itself 
to be, unless it plays fair with its patrons it is cer- 
tain to be threatened sooner or later by effective 
competition which the march of science has un- 
expectedly brought into being. 

The term “efficiency” is very elastic, but in the 
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sense above used, as applied to railroads, it means 
adequate and proper service, with due regard to 
regularity and frequency. It means also courteous 
behavior on the part of employees. Regularity of 
service is necessarily dependent to a marked degree 
upon proper maintenance of equipment, transpor- 
tation methods and discipline. Frequency of serv- 
ice is largely determined by reasonable public con- 
venience and a fair return for:service rendered. 
The courtesy of employees cannot be secured by a 
mere reiteration of regulations or the arbitrary 
enforcement of discipline. Employees must be 
convinced that courtesy makes the performance of 
their own duties much easier, that they are the 
representatives of the company with whom the 
public comes into constant touch, and that if they 
say the wrong word at the wrong time they have 
committed an act detrimental to their employers 
and to themselves which it is most difficult and 
almost impossible to repair. 

The feeling of the public toward a railway cor- 
poration is undoubtedly influenced to a greater de- 
gree by the action of the employees with whom the 
public comes in contact than by any other single 
factor. It is of no consequence if the passenger is 
dissatisfied without reason or complains unjustly; 
the employee or representative of the company with 
whom he is dealing must use tact, must say the 
right thing and say it with the right tone of voice 
in order that proper public relations may be estab- 
lished and maintained. 

An effort must be made to convince the public 
that the rules and regulations in the operation of 
a railroad are necessary for the convenience of the 
public as well as for its safety and comfort, such 
as rules framed to prevent accidents or those pro- 
hibiting throwing rubbish or spitting on the floor 
of cars, and matters of similar character. By 
creating a public sentiment against practices which 
are harmful or annoying to the public, as well as 
expensive to the railway, the latter can best secure 
the help of the public. The railway companies are 
largely responsible for the view in which they are 
held by the public to-day, and because of that re- 
sponsibility it is incumbent upon them to set them- 
selves right in the eyes of the people at large. Mat- 
ters which are frequently considered too trivial or 
too well understood to require explanation are pre- 
cisely the subjects which ought to be made clear to 
the public because the public does not appreciate 
their significance. The American people as a whole 
are ready to concede the right of a fair return on 
invested capital. There is no reason to suppose 
that when they understand the facts they will de- 
mand that investors are to be penalized for putting 
their money into efficiently managed public service 
utilities while private capital invested in other en- 
terprises which have not for their object the im- 
mediate benefit of the public is to be encouraged 
and assisted to reap large returns. But the public 
must be shown that the management is efficient and 
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that if the return on investment is not fair or just 
such fact is due to overtaxation or underpayment 
for service rendered. 

The impression has been very generally held that 
public service corporations are necessarily money- 
making propositions and not subject to the same 
economic laws as any other kind of business. It is 
only by taking the public into our confidence, by 
working in hearty co-operation with the represen- 
tatives of the public who have been chosen to super- 
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vise public service corporations and by the efficient 
management of the properties devoted to the use 
of the public, that the money invested in these utili- 
ties will be enabled to earn a fair return. It is only 
through the sympathetic and intelligent co-opera- 
tion of the public and of their chosen representa- 
tives in legislative and regulatory bodies that the 
public service corporations will be able to live and 
to render to the public the greatest service of 
which they are capable. 


THE GOOD-WILL OF THE PUBLIC AS A 
STREET RAILWAY ASSET 


By JESSE W. LILIENTHAL 


President United Railroads of San Francisco 


' N Y HEN I assumed the presidency of the 
United Railroads of San Francisco I he- 
lieved that it was the most unpopular public 

utility in the country. Nothing that has occurred 
since that time has made me think that the original 
opinion was unfounded. Much of its unpopularity 
was no doubt unwarranted, and much of it was to be 
accounted for by the antagonism developed by the 
strikes, the graft prosecution and the successful 
campaign for a municipal railroad. I am assured 
and believe that much of this ill-will on the part 
of the general public has been eliminated. That 
means that when the company now comes before 
the public its protestations are more likely to be 
accepted as made:in good faith, that when favors 
are asked by it they are more likely to be granted 
and that when its troubles are ventilated they are 
more likely to arouse sympathy and indulgence. If 
only for these reasons, and especially in the present 
temper of the public towards public utilities, its 
good-will must be of paramount importance. 

Assuming, then, that the United Railroads has 
made some progress in the public favor, or at least 
had begun to do so up to the time of the Solano 
disclosures, and at the risk of being criticised for 
a post hoc propter hoc argument, reference may be 
made with some possible advantage to the things 
that were done by the new administration to ob- 
tain the good-will of the public. 

It was announced at the outset that the company 
would keep out of politics and that, if it ever un- 
dertook to influence public opinion, it would do so 
openly and in the name of the company and that the 
company would consider its paramount duty to be 
to adequately serve the public and, to that end, in- 
vited the co-operation of all citizens in the making 
of complaints and recommendations. 

Then, although the employees of the company 
were not organized the company proceeded to de- 
velop and publish a plan for their welfare accord- 


ing to which, without any compulsion whatever, 
the wages of employees were substantially in- 
creased, the lives of those in the employ of the 
company three years and upwards were insured for 
the benefit of their families without expense to 
them or physical examination, and, in order to 
insure greater care for the avoidance of accidents, 
the men were promised the entire saving that might 
be made from year to year over payments made 
during 1913 in the settlement of damage claims. 
A proposition for company stores to furnish the 
families of employees with necessaries of life at 
cost was under consideration, but, improper mo- 


“I believe these things [described in the 
article] have caused the company to be 
known now as a public welfare, as well as a 
public utility, corporation, and that this atti- 
tude on the part of the public is the com- 


pany’s best asset. Certainly, when it comes 
to regulation, the governing bodies are 
bound to make a difference between popular 
and unpopular public utilities.” 


—Jesse W. Lilienthal. 


tives having been insinuated, that project was 
abandoned. Finally, a monthly magazine was es- 
tablished for the interchange of views between the 
employees and the management and numerous 
recreational facilities for the men were developed 
by the company at its own expense. 

I believe these things have caused the company 
to be known now as a public welfare, as well as a 
public utility, corporation, and that this attitude on 
the part of the public is the company’s best asset. 
Certainly, when it comes to regulation, the govern- 
ing bodies are bound to make a difference between 
popular and unpopular public utilities. 
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THE NEED FOR CORPORATE COURAGE 


By GEORGE H. HARRIES 
Vice-President H. M. Byllesby & Company 


| HE one thing needed to make satisfactory our 
| relations with the public is corporate courage. 
Individual courage is common. Its exis- 
tence is seen in the vast investments made in elec- 
tric railway enterprises, many of them shaped by 
pioneers who builded and hoped, and who died be- 
fore their visions came to be material. Other pio- 
neers, no less daring, are building and hoping and 
striving. There are and always will be such mak- 
ers of communities; the supply increasing or di- 
minishing as public sentiment, embodied in law, 
approves or makes impossible projects such as those 
with which we are familiar. 

The timidity of the investor’s dollar is proverbial, 
and because the multiplied dollar is the foundation 
upon which we build it necessarily follows that the 
structure will have vibratory tendencies and be 


“National conscience—the aggregate of 
countless individual consciences—is being 
aroused, and there is perceptible growth of 


a disposition to deal fairly. Let the trem- 
bling investor * * * _ give substantial 
support to that corporate courage which 
enunciates the plainly-stated truth, and ‘the 
truth shall make us free’.”’ 

—George H. Harries. 


subject to tremors. When the legislative earth 
movements become convulsive the basic dollars fre- 
quently lose the power of cohesion and are buried 
(often beyond recovery) beneath the ruins of what 
should have been an enduring utility. 

It is therefore not surprising that the menace of 
destruction should breed corporate cowardice; that 
some of the owners of the invested dollars should 
kneel humbly before the altars of the gods of legis- 
lation and appeal for righteous consideration; or 
that other owners of invested dollars, driven to 
desperation by fear, should curse the templed priests 
and all their works. 

Here and there were a few public-serving cor- 
porations—their number growing all too slowly— 
whose executives assumed or were permitted to talk 
frankly; to tell the people at large the whole truth 
and nothing but the truth; to set forth the problems 
confronting the investor, the operator and the pat- 
ron; to preach the world-old doctrine that “No man 
liveth unto himself alone,’ and that strife (whether 
the cause was a rare care of corporate misbehavior 
or the assaults of a demagogue) was an inexcusably 
wasteful and mutually disadvantageous thing. But 
for the most part there was corporate silence, bro- 
ken only by occasional and feeble cries for help— 


spasmodic: sounds that had no more effect on the 
public than did the gurglings of a drowning witch 
fighting vainly for life in the presence of a highly 
virtuous multitude in the good old days when there 
were no public utilities to be baited or sacrificed. 

Of late, however, there has been an awakening. 
Many corporate worms have done more than merely 
evince a desire to turn. Some have turned and 
others are turning. Executive officers have seen 
and are seeing that only public opinion can over- 
throw the political charlatan or close the mouth of 
him who agitates for revenue only. There is less 
of office seclusion and more of companionship with 
the ticket-purchasing, freight-paying mass. Careful 
presentation of facts and analyses of facts—verb- 
ally stated to real audiences or prominently and 
personally set forth in the newspapers—is succeed- 
ing the old and often sullen or contemptuous 
speechlessness. Herein is the way to co-operation 
and peace. 

It is interesting to note that the beginning of this 
era of tremendous legislative disturbance coincides 
with the time when, as the result of corporative 
initiative, free transportation and many other spe- 
cial privileges were either materially curtailed or 
permanently abolished. There was no spontaneous 
popular moral uprising, as some folk seem to im- 
agine. The true incentive of the whirlwind attacks 
on transportation agencies and other public utili- 
ties was so much less than moral that it may fairly 
be declared immoral. When a few corporate cru- 
saders put into effect the doctrine of non-discrimi- 
nation, selfish and political interests resented the 
deprivation. Those who had been petitioning or de- 
manding beneficiaries became vicious tormentors, 
creating opportunity to disguise themselves as re- 
formers and to be improperly counted by the un- 
discerning as sincere friends of the millions whom 
they always referred to as “the dear people.” Those 
angry and alert factors in a deeply-disturbed situ- 
ation have, however, shot their bolts, unless we pro- 
vide them with new targets and replenish their 
stores of ammunition. 

National intelligence is taking note of corporate 
conditions and is on the way to realizing the inter- 
dependability of the public and the public utility. 
National conscience—the aggregate of countless in- 
dividual consciences—is being aroused, and there 
is perceptible growth of a disposition to deal fairly. 

Let the trembling investor take heart. Let him 
cease to waste his energies in mere railing. Surely 
he knows that no man ever achieved by quitting. 
Let him give substantial support to that corporate 
courage which enunciates the plainly-stated truth, 
and “the truth shall make us free.” 
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PUBLIC RELATIONS 


By H. M. BYLLESBY 


President H. M. Byllesby & Company 


a public utility and the community which it 

serves is of great importance to both the util- 
ity and the public. With nearly every public utility 
corporation this is an old subject. All of those with 
which I have been connected during the past thirty 
years have considered this matter as one of the first 
of the cardinal principles bearing upon the success 
or the failure of their operations. 

While the continent was being subdued, while en- 
terprises were being developed and while utilities 
were under construction, these matters naturally 
received but slight attention. That period, which 
future generations will consider as marking the 
most wonderful example of the development of a 
great continent, is now drawing to a close, and it is 
eminently proper that such questions as the one 
considered in this paper should now receive careful 
and thoughtful attention. The scope of this con- 
sideration should be larger than the mere question 
of the relations of a public utility, or common car- 
rier, to the public. It really involves the fundamen- 
tal question of the relations of each man to his fel- 
low and opens up the entire subject of mutual fair 
dealing, of justice and common honesty. 

Only a few years ago no more autocratic indi- 
viduals walked this earth than the average, political- 
ly appointed officer of the law, of the customs, of the 
police, or the various branches of government. As 
a close second to the arrogance and sometime brutal- 
ity of these political appointees were the junior offi- 
cers and employees of some of the great railway 
corporations. The fact that an individual was 
clothed with temporary power in those days seemed 
to require him to carry himself in an arrogant and 
supercilious manner. With the development of the 
civilization and enlightenment of our continent this 
spirit has been rapidly disappearing, and to-day 
is practically extinct. 

I believe that the so-called public utility corpora- 
tions, embracing the electric light and power, gas 
and electric railways, were among the first to recog- 
nize the wisdom and necessity of treating the public 
with dignified courtesy and with a cheerful willing- 
ness to smooth over the inevitable irritations and 
frictions, which always have occurred and always 
will occur in the contact of man with his fellows. 
As long as human nature is as at present constituted 
it will be idle to look for an Utopian condition. 
There will always be the discourteous, the unduly 
selfish, the arrogant and the brutal. The individual 
or the corporation which proposes never to resent 
wrongs or insults will not last very long in the pres- 
ent order of the universe. To be able, consistently 
and under all circumstances to choose the course 
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which will most avoid friction and discomfort with- 
out sacrificing to the bully or the unfair individual 
the rights which should be manfully sustained is 
exceedingly difficult and trying, and with these diffi- 
culties the officer or employee of the public service 
corporation is amply conversant. 

A large part of the frictions and troubles of the 
world are caused by the unbending egotism, or, in 
other words, the narrow-mindedness, of the extreme 
individuals in any community. All successful public 
relations in any careful analysis will be found to be 
grounded on the fundamental proposition of fairness 
to all parties concerned. The sense of relief which 
the public service corporations as a rule have experi- 
enced from the creation of competent, experienced 
and self-respecting public service commissions is 
due, principally, to the growing feeling that before 
such commissions they are justified in expecting a 
calm and dispassionate review of their situation, 


““All successful public relations in any careful 
analysis will be found to be grounded on 


the fundamental proposition of fairness to 
all parties concerned.”’ 


—H. M. Byllesby. 


with less prejudice against them than has hereto- 
fore existed on the part of governing bodies to whom 
in the past they have been compelled to report. 

When a public utility corporation serves its com- 
munity with a modern and substantially built and 
efficiently operated plant of an ample size for the 
requirements of the territory served, with charges 
for the service which are not discriminatory and 
which yield a just return on the value of the utility 
property, the first element of successful public rela- 
tions has been discharged. 

Of equal importance is the necessity that the 
utility company shall be officered and served by em- 
ployees who recognize the rights of the public to 
courteous treatment, absolutely fair dealing and 
with an absence of unnecessary, irritating rules, 
regulations and conditions. 

The third and co-equal condition is that the com- 
munity so served shall recognize its obligations and 
the necessities resting upon it to deal with the 
utility in the same spirit of fairness and to avoid 
imposing upon the utility irritating and unfair rules 
and regulations, unfair terms and prices for its 
service, and that the public recognize that the utility 
has the same right to fair treatment and to a fair 
return upon its value as any merchant or any other 
corporation has and with a minimum of unnecessary 
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investigations and hampering restrictions. When 
these conditions are fulfilled the furore, excitement 
and exaggerations which have filled the air for the 
past few years will very largely disappear. 

To my mind a necessary step to bring about these 
conditions is that the regulatory control of public 
utility corporations should be taken entirely out of 
politics and should be vested in the hands of thor- 
oughly competent, high-minded, intelligent and ex- 
perienced officers appointed for that purpose. The 
utility companies have made their full share of mis- 
takes and errors in the past. They have recognized 
them. They have corrected them to a surprising 
extent, and to-day, in the vast majority of cases, 
more successful relations with the public must come 
from a changed attitude on the part of the public 
itself. 
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The utilities, in general, and with rare excep- 
tions, have gone to the full limit in establishing fair 
dealing with courteous and considerate attention to 
the public, and the next step in advance is one which 
can be taken only by the public. The communities 
served must recognize the value to them of the pub- 
lic service corporations and treat them in a spirit of 
justice. This includes regulation by officers or com- 
missions who will be free from political bias, who 
will not be carried off their feet by unreasoning 
tirades on the part of the public and who, with 
equal firmness, will control the utilities and require 
the public they serve-to render to the utilities the 
fair treatment which all mutually successful affairs 
require, included in which will be, of course, the al- 
lowance to the utility companies of a fair and just 
return upon the value of their properties. 


PUBLIC OPINION AND BUSINESS 


By GUY E. TRIPP 


Chairman Board of Directors, Westinghouse Electric & Manufacturing Company 


of all things political, commercial and finan- 

cial; and, now that it is turning more and more 
attention to business, men are looking into the 
future in an endeavor to forecast whether there 
will come safety and business freedom or the re- 
verse. a 

Fortunately we are not without precedent, be- 
cause we have reached a point in the affairs of 
public utilities which enables us to view the growth 
and development of public opinion in connection 


[: this country public opinion is the final arbiter 


“Our public utilities, which were in the cate- 
gory of semi-speculative investments, have 
or will become a preferred class, because 
the whole plan or regulation by commission 
must rest upon the fundamental proposition 
of a fair return on a fair capitalization.” 
—Guy E. Tripp. 


with those enterprises and the effect that it has 
had upon their financial stability and prosperity. 

While it is true that a business which is semi- 
public in its character presents economic features 
that cannot be found in private and competitive 
business; nevertheless, if those interested will make 
an unbiased review of public opinion as it has 
worked out during the last twenty years, they will 
be helped considerably in forming a judgment on 
the probabilities of the future. 

That public opinion is based upon a greater vol- 
ume of knowledge than formerly must be assumed 
not only from the number, but the character of 
present-day periodicals. This knowledge may be 


superficial and much of it unsound, but the fact 
remains that the people have graduated from the 
insipid magazines and somewhat crude newspapers 
of twenty-five or thirty years ago to advanced pub- 
lications which print much matter understandable 
and interesting only to people who think. 

This educated public opinion is of recent growth, 
surprisingly recent so far as business is concerned. 
Men who twenty years ago were conducting public 
utilities did not then conceive that the public had 
any desire to acquire knowledge about such things; 
or, if it had the desire, they doubted its ability of 
comprehension; and further, it was conscientiously 
thought to be none of the public’s business. 

I know from personal experience that inquiries 
and expressions of opinion from laymen were re- 
garded as impertinences and as prying into one’s 
private affairs. 

Such resistance only resulted in damming up 
the stream for awhile and, when it broke, the edu- 
cation of the people was remarkable for its inac- 
curacy. In fact, when it came to financial matters, 
it was weird. Those familiar with affairs of that 
time will recall popular financial analyses which 
showed unbelievable ignorance of the simplest fun- 
damentals. 

It was then that public utility men went to work 
explaining, and explanations sometimes degenerated 
into apologies and evasions. Men who knew their 
business were exasperated with the honest bunglers 
and disgusted with dishonest muckrakers, and more- 
over they were irritated with a vague sense of their 
own vulnerability. 

Public opinion received a severe test at this” 
period; but, notwithstanding the avalanche of in- 
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cendiary articles in the public prints and the uncom- 
promising attitude of many utility men, it remained 
fairly steady; and the mere fact that it was not 
stampeded into confiscation of property and retalia- 
tory measures was reassuring. 

I do not mean to criticise the energetic defence 
of their investments by the capable leaders of the 
public utility field. Quite the contrary, it was 
courageous and necessary and the only thing that 


molded an incoherent mass of public knowledge 


and misinformation into the germ of public intelli- 
gence, which énabled the people to see that business 
could not be dealt with en masse, and the result 
was the rapid and widespread inauguration of pub- 
lic service commissions with limited executive 
powers and, best of all, without infringing upon 
the jurisdiction or weakening the protection of our 
courts of law. In no other way could the impasse 
have been dissolved, and, while many old-timers in 
the business failed to see the light, the leaders did 
and approved and co-operated. 

Of course, all obstacles are not yet overcome, and 
there are many untried phases of the experiment. 
But it is not an overstatement to say that our pub- 
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lie utilities, which were in the category of semi- 
speculative investments, have or will become a pre- 
ferred class, because the whole plan of regulation 
by commission must rest upon the fundamental 
proposition of a fair return on a fair capitalization. 
This is something more than a mere formula of 
words. It is the automatic and inevitable result of 
mutual necessities and cannot be escaped except by 
municipal ownership. 

It is reassuring’ that, after nearly twenty years 
of wrestling with public opinion, public service en- 
terprises have been placed on a higher investment 
plane than ever before, but it should be clearly 
borne in mind that this has been the result of two 
opposing forces, the most important one being the 
jealous, intelligent, energetic and honest efforts in 
defence of their rights by the men who had invested 
their money in these projects. 

If the same spirit and energy of defence is shown 
for the future I believe that public opinion will grow 
more and more intelligent and will ultimately reach 
sane conclusions on all business questions. In any 
event, we want no other umpire than public opinion 
in this country. 


IS PUBLICITY A CURE-ALL? 


By A. W. WARNOCK 


General Passenger Agent ‘“‘ Twin City Lines,” Minneapolis and St. Paul 


may think that we receive more than our share 

of criticism from our patrons and the public 
generally, but in view of the large number of trans- 
actions we have every day with our customers, it is 
probably a fair statement to say that we do not have 
any more troubles in proportion to the volume of 
business than does the corner grocer. 

Suppose that we call a street railway company a 
huge 5-cent department store. In the case of a com- 
pany which operates 1000 cars over a trackage of 
400 miles, we then have the equivalent of 1000 
counters, or departments, each in charge of two 
clerks (motorman and conductor) making sales and 
serving customers over a wide area. The depart- 
ment store has the advantage over the railway in 
having all of its clerks under one roof. If a cus- 
tomer has a dispute of any kind with a clerk, a 
floorwalker or some other authorized representative 
of the management is at hand to smooth out the 
trouble in short order. But in the street railway 
business a controversy between a passenger and con- 
ductor may occur 50 miles away from the general 
offices. With the exception of the conductor and 
motorman, there is no one representing the company 
at hand, and considerable damage may result in the 
loss of a friendly passenger and the acquisition of 
an unfriendly one because of that geographical fact. 


[Pose of us in the street railway business 


In all lines of business there exists the desire to 
increase the number of friends and to reduce the 
number of enemies; to convert liabilities into assets. 
It would seem as though we must look to our clerks 
(or conductors) to rise to their highest possible op- 


“Publicity is like a huge megaphone, but 
does it not defeat its purpose when we are 
constantly shouting through the megaphone 
explaining our business and really taking on 
a defensive tone when the need to do so 


may not exist ?”’ 
—A. W. Warnock. 


portunities in helping us to have more friends and 
fewer enemies. If our men will always use fair 
judgment, if they will always be ordinarily civil, 
reasonably considerate, and fairly efficient in their 
duties, they, of all our employees, can do most to 
keep our relations with the public friendly. 

I do not think that publicity is a cure-all, by any 
means, for the growing tendency of the times to 
criticise so-called “big business,” particularly public 
service corporations. It is true that in the past we 
may not have used enough publicity. We have re- 
mained silent on too many occasions when we should 
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‘The main thing that it behooves a company 
to do is first to put its house in order, if not 


already in order, and keep it so. The 
public will then have greater confidence in 
the company’s sincere purpose to do the 
right thing.” 

—A. W. Warnock. 


have spoken. It may be true also that we are swing- 
ing too far to the other side of the pendulum’s arc 
now and are making a fetich of publicity as a cure 
for every ailment that we may be heir to. 

Publicity can be used, certainly, to good advan- 
tage for the purpose of educating the public regard- 
ing matters upon which it should be informed. For 
a long time companies were silent as to the vast costs 
of the improvements they were undertaking each 
year, as to the amounts of money they were distrib- 
uting, in wages, to local dealers for materials, in 
taxes, and for many other items. These facts the 
average citizen did not stop to consider, and the com- 
panies might have undertaken to enlighten him. 
Such information tends to give the public the proper 
idea, namely, that not all of the nickels taken in are 
paid out to stockholders, but that only a very small 
part is used for that purpose. Another matter, not 
properly exploited heretofore, is the giving of infor- 
mation as to the rerouting of cars, necessary new 
rules, and other operating news which patrons 
are entitled to ‘receive. In days gone by com- 
panies were too prone to withhold explanations if 
they were not able to grant requests for changes in 
service, or better service from communities or or- 
ganizations. We were overlooking the best avenue 
of becoming acquainted with our customers, by not 
using printers’ ink. 

In the past ten years, however, most companies 
have been converted to the use of printers’ ink, and 
it is an exceptional one to-day that does not give 
its patrons the fullest information as to the “why 
and wherefore” of all matters in which patrons are 
interested. In most large cities street car adver- 
tisements appear with nearly the same regularity as 
those of retail stores. Some companies even print 
daily delay statements, showing the causes for delay 
of cars, and this helps to produce a better feeling 
toward the company. The public is told, without 
being obliged to ask, why the cars were late on cer- 
tain occasions. Undoubtedly all such publicity cre- 
ates better public feeling and is reasonable and 
proper. Clearly, we are doing a wise thing to give 
such information as to operation as the public should 
receive. 

But, assuming that publicity is valuable, is it not 
possible to overdo it, and to feel that all of our 
troubles can be cured with a liberal use of news- 
paper space and printers’ ink? Are not some of us 
inclined to believe that if one column of newspaper 
space is a good thing, then three columns are much 
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better, and a whole page is better still? Does not 
the constant use of large newspaper space to give 
information that could be covered just as appropri- 
ately in much smaller space, tend to give the public 
the idea that we are trying to bolster up a losing 
cause, that we have something to be constantly de- 
fended? One sometimes sees street car advertise- 
ments occupying whole pages of newspaper space 
which would ordinarily occupy a quarter that space 
if they had been inserted by shrewd department 
store managers. While the argument that a large 
advertisement is more conspicuous may be advanced, 
I believe there is a psychological point involved. Is 
the reader not more likely to infer that we felt that 
we had to “shout so as to be heard” when we use so 
much space? 

Many companies have conducted “campaigns of 
publicity” to debate certain questions with their 
communities. I have watched these campaigns and 
have often wondered if they always accomplish the 
purpose for which they are intended. Sometimes 
it would seem as if these “campaigns” would irri- 
tate the reader as readily as they would convince 
him. Perhaps bombastic in spirit and superlative in 
phrase, these daily or periodic page advertisements 
have sometimes taken on a tone much more likely to 
offend the reader than propitiate him. Are we not 
going too strongly on the theory that publicity is a 
medium which can cure all of our ailments, and that 
the more liberal doses we take the healthier we 
shall be? 

Publicity is not necessarily confined strictly to the 
use of newspaper space, although when we speak of 
publicity we usually mean newspaper advertising. 
In its largest and broadest sense—that of making 
things known to the public—publicity, whether by 
the use of newspaper space or of other mediums, is 
a good thing for the street railway business. It can 
serve us admirably in many ways. It can educate 
the passenger and give him a real idea of our side 
of each question. It can explain our point of view to 
him intelligently in a way that our conductors or 
motormen cannot do, and in a way, indeed, that even 
general officials of a company cannot do, because 
unfortunately general officials cannot come in close 
contact with the mass of the public each day. Pub- 
licity is like a huge megaphone, but does it not de- 
feat our purpose when we are constantly shouting 
through the megaphone explaining our business and 
really taking on a defensive tone when the need to 
do so may not exist? 

The older one grows the less one relishes contro- 
versy. We Americans are not strong for war even 
though we buy newspaper “Extras.” Some- 
one has said that fights never settle any- 
thing, and so I wonder whether the controver- 
sial encounters which so many companies have with 
their communities, or with local newspapers, settle 
the questions under discussion. Have any of these 
campaigns cleared the atmosphere or made friends 
in any way? Personally, I do not think that it is 
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good policy for a company to keep up a continual 
open warfare upon its real or imaginary enemies, or 
upon those who have the temerity to criticise it. 
The public soon gets weary of this sort of conflict. 
The main thing that it behooves a company to do is 
to put its house in order if not already in 
order, and keep it so. The public will then have 
greater confidence in the company’s sincere purpose 
to do the right thing. 

If every employee of a company, from the highest 
to the lowest, can be imbued with the spirit of doing 
his level best every day to please the public he is 
trying to serve, to receive with an open mind sug- 
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gestions for the betterment of service and to comply 
with reasonable requests, I am sure that “campaigns 
of publicity” will not often be necessary. Perhaps 
we can establish such cordial relations with the ma- 
jority of our patrons by fair dealing of this sort as 
to prevent the frequent rise of irritating issues be- 
tween the company and the public. Publicity in its 
proper way, at the proper time and in good humor, 
is a good tonic for all of us. But it will never cure 
all of our ailments, solve all of our problems and, as 
a sort of patented contrivance, settle all our troubles. 

However, in the words of an old philosopher, “I 
may be wrong.” 


PRINCIPLES UNDERLYING PUBLICITY 


By IVY L. LEE 


Executive Assistant Pennsylvania Railroad Company 


ing from the same malady as that which 

afflicts the steam roads, namely, misunder- 
standing and distrust. Both troubles, and of course 
the latter is but a consequence of the former, are 
due in large measure to the failure of railway man- 
agements to make it a part of their policy and 
their every-day work to remove causes for present 
misunderstanding and to avoid giving cause for 
future criticism. Of course, there are substantial 
causes for criticism of transportation managements 
—it is not by any means all due to misconception. 
Grave wrongs have been committed—mainly in 
financial operations—and if these and other wrongs 
are to be repeated there is no hope that better con- 
ditions will be brought about either by means of 
“publicity” or in any other way. Publicity cannot 
be used as a screen for wrongdoing; it is a means 
for disseminating facts to the end that a right con- 
ception of conditions may be substituted for dis- 
torted ideas. 

It should be possible for a railroad to set itself 
right with the public merely by cold statements of 
fact. But it is not, and even cold or warmed-over 
statements are often lacking. What the public 
wants is a window through which it can look into 
the affairs of public service corporations. And so 
long as this vision is denied the public will be very 
suspicious as to what is going on in the window- 
less houses of steam and electric railways. 

As I have ventured to point out to members of the 
branch of the transportation industry with which 
I am connected, railway men seem to be divided 
into four groups: 

First there are those who believe that the crowd 
on the outside has no right to see what is going on 
on the inside, and that there is no reason why there 
should be any windows. 

Then there is another class who have no objec- 


Pye tren railway managements are suffer- 


tion to windows being in the buildings, but think 
that even if the public could see what was going on 
inside, they would not be in the least affected in 
their attitude toward the business. 

There is also a third class who believe it would 
be a good thing if the public could look in and see 
what is going on, but they do not believe there is 
any human method of making the public do the 
looking. 

And finally, there is a fourth class who believe in 
the windows, who believe in the public, and who 
are making great progress toward a better under- 
standing on the part of those both inside and out- 
side the building. 


“What the public wants is a window through 
which it can look into the affairs of public 
service corporations. And so long as this 


vision is denied the public will be very sus- 
Ppicious as to what is going on in the window- 
less houses of steam and electric railways.” 

—Ivy L. Lee. 


Somehow or other the public has come to have 
the idea that three essential evils are imbedded in 
the railroad business: 

1. That there is a vast amount of watered stock 
on which dividends are being paid. 

2. That there is a widespread feeling that the 
railroads are ruled from Wall Street, that a smali 
coterie of bankers in alliance with the so-called 
“money trust” are absorbing huge profits from the 
people. 

3. That the railroads through their combinations 
of capital and management exercise undue power 
over the welfare of the people. With respect to 
electric railways, there is often a feeling that this 
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‘‘We must imbed in the public mind what is 
in all truth the supreme fact of the situation, 
namely, that the railroad men are doing their 
work as best they can and, in the main, do- 
ing it exceedingly well. As soon as the pub- 
lic becomes convinced of that fact, it will 
give the railroad men opportunity to go 
ahead at full steam, or on the last notch of 


the controller.”’ 
—Ivy L. Lee. 


power is used locally against the welfare of the pub- 
lic, and out of this grows the demand for municipal 
ownership. 

That there has been some reason for some of 
these popular ideas no one can deny. But that 
transportation as a whole or in the main has been 
conducted upon unsound lines, that its managers 
have not been honest, and that its results have not 
contributed mightily to the wonderful progress of 
this land, can be emphatically denied. 

Why is it, then, that the good in the railroads 
has been hidden and the bad magnified and dis- 
torted out of all proportion? It is because railroad 
men have neglected the human nature of the situa- 
tion; it is because loud-voiced politicians have di- 
lated upon the evils while railroad men have not 
insisted in and out of season, and produced facts to 
prove that, no matter what fly-specks might be 
pointed out on the wall, the structure itself was 
safe and solid. 

There is no gain in pointing out the logical in- 
consistencies of other people’s arguments. If we 
cannot answer what they say with something that 
will appeal constructively to the imagination or 
emotion of the public, with something that will 
supplant the erroneous statements, it is hardly 
worth while to go into the case at all. We may 
say what has been said of a woman, that a crowd 
convinced against its will “is of the same opinion 
still.” 

A public to be influenced must feel. Too many 
railroad announcements are full of cold legal phrase- 
ology; they do not make the public feel. To make 
the public feel, we must be concrete; we must tell 
of our work in language the layman can under- 
stand. He will not analyze figures. What he wants 
to know is, are you doing the best you can? Con- 
vince him of that, and you don’t need to argue 
details. 

This necessity to be concrete argues against the 
establishment of any general publicity bureau. Each 
railroad should tell its own story to its own con- 
stituency. No set of statistics, no generalization as 
to the facts concerning the railroad as a whole, 
however convincing, will ever find lodgment in the 
public mind. But our own story, of how each rail- 
road is performing its obligations to its own com- 
munity, will always be of interest. And it is here 
that we must deal with the press. It seems to me 


we should regard the press simply as the window- 
glass of this house in which, as I conceive it, we 
have cut out the space for the windows. It is the 
glass through which the public can see what we 
are doing. That glass should be clear; it should not 
color; it should not distort. Therefore, we should 
make an effort to see to it that what the press pub- 
lishes about us consists not merely of complimen- 
tary notices about our roads and about our officers, 
but facts of consequence. We should see to it that 
the public learns the truth in all matters, but we 
should take special pains to see that it learns those 
facts which show that we are doing our work as 
best we can, and which will create the idea that we 
should be believed in. We must get so many good 
facts, so many illuminating facts, before the public 
that the bad will be overlooked. There will always 
be some bad facts in every business, as long as 
human nature is frail. 

Do not misunderstand me. Nothing is further 
from my thoughts than to suggest any attempt to 
prove things are good which are really bad. No 
one should condone the bad, and it should be, as I 
believe it is, the constant aim of nearly every rail- 
road man to make things better. What I do mean 
is that we should not neglect the human nature of 
the situation, but should take full advantage of it; 
that we should tell our story, tell it frankly, tell it 
fully, tell it with a view to its being understood, 
and make it carry conviction as to the essential 
truth. 

Unless the railroad men of the country are to 
be believed in, so that the public will take their 
advice as to what it should do with reference to 
railroads, we are not going to make very much 
headway in the settlement of the railroad problem. 
The railroad men of this country deserve public 
confidence, and they must command it. 

‘The extraordinary situation which now prevails, 
however, is that railroad managers are representa- 
tives of one-eighth of the tangible wealth of the 
United States, yet not a single man with experi- 
ence in railroad management is on the Interstate 
Commerce Commission; none is on any of the state 
commissions. 

If we are going to work out this problem prop- 
erly we must have the confidence of the public. We 
must imbed in the public mind what is in all truth 
the supreme fact of the situation, namely, that the 
railroad men are doing their work as best they can 
and, in the main, doing it exceedingly well. As soon 
as the public becomes convinced of that fact, it wili 
give the railroad men opportunity to go 
ahead at full steam, or on the last notch of 
the controller. 

The crowd craves leadership. If it does not get 
intelligent leadership, it is going to take fallacious 
leadership. We know that the leadership which 
the mob has received not only in this country but 
in other countries, unless corrected, is going to 
produce disastrous consequences. Is it not su- 
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premely worth while, therefore, that railroad 
officials should take account of those fundamental 
undercurrents of human nature, take practical steps 
to obtain the confidence of the public and assume the 
leadership which by right of character and ability 
they are entitled to exercise? 

In the electric railway field there are doubtless a 
large number of officials who profess to believe in 
publicity but who have been very slow in putting 
their belief into action. This may in part be due 
to failure to understand the principles of publicity 
and how the work is to be done. An attempt to 
state the underlying principles of publicity and the 
need for it has been made in the preceding para- 
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graphs. As to methods, they are as various as 
differing occasions demand. Of course, the daily 
press is the most immediate means of communica- 
tion, but in some noteworthy cases pamphlets 
and bulletins have been equally effective. Public 
speaking is another potent means of reaching the 
people. Methods of publicity cannot be described 
in advance of their application. The management 
that waits for someone to say exactly what he is 
going to do throughout a continuous publicity cam- 
paign will never get started. The best plan of 
campaign is to get the best possible man and put 
him to work studying the problem and working it 
out. 


BUILDING UP CONFIDENCE IN A PUBLIC 
CEE LY: 


By JOHN A. BRITTON 


Vice-President and Genera] Manager Pacific Gas & Electric Company 


HM’S law is expressed by the well-known 
Oc: C ao This equation may be 
taken to express the title of this article—that con- 
fidence equals earnestness divided by results. 

Building up confidence in a public utility would 
seem to be no great or Herculean task, if, on the 
common plane of ordinary transactions between in- 
dividuals, the public utility is reduced to the same 
public footing as any other commercial or mercan- 
tile enterprise. Building up in its true sense con- 
templates a beginning from the very foundation; it 
means a stable and substantial structure and not a 
house of cards; it means that the materials entering 
into the structure so to be builded must be of the 
very highest class in construction. 

Building up is the antithesis of tearing down, and 
yet the tearing down process, in so far as the public 
utilities are concerned, has been the rule rather than 
the exception in the latter days. The tearing down 
process has resulted from a very lack of confidence 
in utilities, a lack which has been engendered not 
so much by the daily routine employed between pub- 
lic utilities and their consumers as by the building 
up of false premises by a few financial managers 
of corporations in times past. 

Before regulation was begun many public enter- 
prises were builded on very insecure foundations, 
and the enticing profits arising from the manipula- 
tion of utilities made a field for promoters not to be 
resisted. They were careless of future results, and 
such a thing as endeavoring to secure the confidence 
and good-will of their patrons was a secondary con- 
sideration. As long as the people would pay the 
price, the corporations pursued their unheeded way, 
and while public utility managers deserve a great 


deal of credit for the progress which they have 
made, particularly for their wonderful pioneering 
work accomplished in the days of apparently in- 
superable and insurmountable difficulties, it must 
also be said that in the wild scramble for great 
gains, the eventual necessity of building up confi- 
dence in the public was largely forgotten, if not 
eliminated. It is true that charges of property 
mismanagement can honestly be made only 
against a very few, but they were of a sufficient 
number that the whole body-politic of public service 
corporations became enmeshed in these intricacies 
of finance and exploitation, and when the day of 
reckoning came and the necessity for the arrest of 
such developments as placed burdens upon the pub- 
lic arrived, all corporations of this class were placed 
in the category of the get-rich-quick concerns. The 
result is that many to-day are suffering for crimes 
they did not commit or even consider. 

When regulation—sane and insane—came to the 
front, the penalty had to be paid; and while in the 
majority of cases public service corporations in the 
United States enjoyed the confidence of their con- 
sumers, such confidence was immediately dissipated 
by the general thought, engendered by a hostile 
press, that all public utilities were in league in the 
game of extortion. Nothing has become more im- 
portant during the past few years for the public 
utilities than to seek to correct this very false im- 
pression, and by the process of ordinary common 
sense dealing to seek again to restore the confidence 
which had been lost. 

The one element most strongly entering into the 
work of building up confidence in a public utility is 
the personal equation of the men having control of 
the policies of these utilities. “Like master, like 


HALAL 


Ir 


ONT 


UII AA 


HNIUUUALUULUUI UAT UIA 


SIMIAN 


S 
fer) 
for) 


ry 


“Public service managers are now beginning 
to realize that the greatest asset which a pub- 
lic utility possesses is the absolute confidence 
of the public with which it deals.” 

—John A. Britton. 


man” is a true saying, and more nearly true per- 
haps in the attitude of public service corporations 
towards the public than in any other line of trade. 

Considered fundamentally, there is no material 
difference between a public utility offering for sale 
a manufactured product or engaged in the business 
of transportation and the merchant in a community 
who manufactures or delivers his products to con- 
sumers. The difference which does obtain is cre- 
ated by law and is founded on the theory that a pub- 
lic utility possesses rights and privileges in a com- 
munity not possessed by other individuals, such as 
the general occupancy of the streets of the city, 
either by a constitutional right or by franchises 
legally granted to it by municipalities or any gov- 
erning body. 

In its use of the streets a public utility practically 
occupies no greater portion than does the ordinary 
public in the daily occupation of merchandising, but 
because it disturbs the surface of streets and uses 
the sub-surface for storage of its distributing sys- 
tems and the space allotted to it in public highways 
for the erection of structures for conveyors of its 
products, it becomes at once a public utility subject 
to rules and regulations such as are not imposed 
upon merchants, who, by means of vehicular traffic 
and by utilization of subways attached to buildings, 
very often use more of the public streets and cause 
more destruction to them than do the public utili- 
ties. However, having placed themselves in the 
position of becoming amenable to the laws regulat- 
ing public utilities, these companies are subject to 
more drastic regulation than is any other class of 
business, and for that reason, particularly, a public 
utility should be more consistent and careful in its 
relations with the public than should an ordinary 
merchant. 

All public utilities are natural monopolies, and 
prior to the adoption of lenient laws by states and 
municipalities to promote a larger competitive con- 
dition, were essentially such, due to the vast amount: 
of capital necessary for the exploitation of their 
business, and in the exercise of this monopoly they 
followed the impulse of man and beast since the 
beginning of time—to exercise arbitrarily the pow- 
ers which they possess over others and thereby en- 
gendered class hatred as between the utilities and 
the public served. Competition has served, how- 
ever, to break the strong bonds of the monopoly for- 
merly cherished, and to-day public utilities are seek- 
ing to obtain the good favor and confidence of their 
consumers, by making the public their confidants 
and by exposing to the public the inner workings of 
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what were once mysterious organizations. Regula- 
tion by the establishment of commissions with con- 
trol over public utilities has been the instrument 
which has brought this about more than any other 
one thing, and public service managers are now be- 
ginning to realize that the greatest asset which a 
public utility possesses is the absolute confidence of 
the public with which it deals. 

We can learn a lesson in the proper procedure of 
gaining this confidence from the retailer in any 
community, who, once he possesses an article of in- 
trinsic merit and whether he is protected by a 
monopolistic right of sale or not, cultivates daily, 
through the medium of the press and the attitude of 
his employees, the confidence of the public in the 
integrity of the article which he sells and in the 
prices which he seeks to maintain for the goods that 
he displays. 

True confidence in a public utility can be built up 
only by such exchange of confidence with its pat- 
rons; not only by the integrity of its goods but by 
the integrity of its prices, and by that is meant a 
service which from day to day is alike in character 
and is sufficient to meet at all times the demands of 
the public and is reasonable from the standpoint of 
a just return on invested capital. Public utilities 
should pay courteous attention to complaints of con- 
sumers and should have the attitude of the men 
brought into contact with the public always along 
the line of giving the consumer the benefit of every 
doubt that exists and not arbitrarily standing upon 
what they deem their natural or legal rights. 

The confidence of the public cannot be purchased. 
It can only be gained by the kind of treatment that 
a reasonable person demands from another in the 
ordinary daily walks of life. The man who stands 
upright before his fellow men and the one whose 
word is accepted is the one who has always kept his 
promises, no matter how detrimental at times it 
might have been to him to have maintained such 
promises, and by a truthful declaration of both his 
rights and his wrongs has taught the public to be- 
lieve implicitly in him. 

In these days of intense development of activities 
to serve the vast hordes that congest our central 
marts of trade, it is more than necessary that the 
public be advised constantly by the utilities of just 
what their position is as regards service, as to what 
the service costs and as to what investment is re- 
quired for the giving of such service. The ordinary 
consumer has a very general idea of the value of 
the products that go to make up the things that he 
essentially needs, and competition in trade in the 
luxuries of life force him into the position of knowl- 
edge of approximately the value of such luxury. But 
of the service of the public utility he is as ignorant 
as is the negro of Africa of the classics of Greece. 
A combination of capital when applied to a public 
utility is always looked upon by the individual as a 
means to the end of depriving him unjustly of his 
money. He should be told in no uncertain terms, 
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by proper publicity, of the contribution that is daily 
made by the public utilities for the upkeep of its 
service, the amount which it expends for labor, ma- 
terial and supplies, and of its contribution to the 
national, state and municipal governments for taxes 
upon the utility, and the amazingly small return 
that is left for the benefit of those who have in- 
vested their money. 

When from time to time, through the medium of 
the public press to the public, unwarranted state- 
ments are made that reflect upon the integrity of the 
public utility and its management, the public utility 
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man should never cease to refute them, and he should 
not accept, as he has quietly done in the past, the 
opprobrium that has been heaped upon him merely 
because he represented a public utility. 

With these things in mind the creation of confi- 
dence in the public will be very speedily attained, 
and the public utility business will get to be con- 
sidered as fair and as honest as any mercantile or 
manufacturing business, and the foundation upon 
which this confidence will then be builded will have 
been securely laid and will support the structure of 
harmonious relations. 


FIVE YEARS’ DEVELOPMENT OF THE 
AMERICAN ELECTRIC RAILWAY 


By FRANK R. FORD 


Ford, Bacon & Davis, New York 


tric railways for the calendar year 1912, re- 

cently issued by the Bureau of the Census of 
the United States, in connection with the statistics 
of similar reports for 1907 and 1902 makes possible 
a study of the amount and character of the develop- 
ment of the electric railway industry during these 
two five-year periods, subject only to the limitations 
of these reports. 

A similar review of the 1907 reports, made in 
1910 showed the distinct tendency of diminishing 
profits at the 5-cent fare. Consequently, it is of 
interest to determine whether this tendency has 
continued or whether the economies which were 
made necessary by reduced profits have been suffi- 
cient to overcome the earlier losses. 

The effect of diminishing profits of the earlier 
period upon the expansion of electric railway facili- 
ties and investment during the later period is aiso 
an interesting inquiry. 

Are Profits Still Diminishing? The answer to 
this question will be found in the income account 
of which a condensed summary is given in Table I. 

From this table it will be noted that the total 
revenue has considerably more than doubled in ten 
years and now reaches the enormous total of $585,- 
930,517. The increase in transportation revenue, 
however, from 1907 to 1912 is only $129,908,426, 
compared with the increase from 1902 to 1907 of 
$154,279,342. The percentage increase of the later 
period of 33.3 per cent is approximately only one- 
half of the increase of the earlier period of 65.4 
per cent. This decreased rate of increase has been 
due to the financial depression following 1907 and 
also to the general recognition of diminishing prof- 
its of the business, resulting in a smaller rate of 
expansion and investment. 


[Ns preliminary report upon street and elec- 


One of the evidences of thrift in the operation of 
these properties and of the fact that other busi- 
nesses, notably electric light and power, are more 
profitable, is the large increase for 1912 of non- 
transportation revenue and income from other 
sources. 

Maintenance charges have increased more rap- 
idly than revenue, which indicates better upkeep; 
transportation expenses have increased in about 
the same proportion as revenue, while general ex- 
penses, including management and accidents, have 
increased much less than revenue and are only 
slightly larger than 1907. Taxes, however, have 
increased at more than twice the percentage of 
revenue increase. 

Interest on funded debt for 1912 has increased 
faster than revenue and in larger ratio than divi- 
dends. The decrease in surplus may be accounted 
for partly by the fact that while in 1912 charges 
are made against operating expenses for depreci- 
ation, in the earlier periods the surplus was partly 
accumulated or earmarked for that purpose. 

A regrouping of the total operating expenses 
is given in Table II. This table is based on the 
assumption that after deducting from total oper- 
ating expenses the cost of salaries and wages, 
purchased power, depreciation, insurance, rent 
and three-fourths of the expenditures for injuries 
and damages (as one-fourth of the latter are esti- 
mated to be included in salaries and wages), the 
balance represents the expenditures for materials 
and supplies. 

These figures show that the cost of labor has 
increased in approximately the same proportion as 
revenue, so that in this largest single item of ex- 
pense practically no economy has been possible even 
with the larger volume of business. In materials 
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and supplies a distinct saving in percentage of 
revenue has been effected, although here again 
doubtless some of the expense has been shifted to 
purchased power, which accounts for the large in- 
crease of the latter. 

Salaries and wages are shown in more detail in 
Table III. 

The salaried employee and the wage earner from 
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1907 to 1912 have received only a small increase in 
rate of pay, 1.8 per cent and 2.4 per cent respec- 
tively, which is a striking commentary on the gen- 
eral necessity for prosperity in any business to 
make possible large increases in wages. 

The amount spent for materials and supplies is 
approximately as shown in Table IV. These figures 
reflect a material economy. 
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Operating revenues :* 
Transportation revenue 
Non-transporeation FEVenue. © v5.7 Lite aus. ahaha BP cel oe rone te emens terere 


Total operating revenue 


HAIMA 


(Total revenue, including income from other sources) ........ 
Operating expenses: 
Maintenance of way and structures 
Depreciation of way and structures 
Maintenance of equipment 
Depreciation of equipment 


Total maintenance 


PDIP | HE so; devenapce ate es ucticust ou arrals val ate tarelie net suerel ete sedatids tole sien nne tense mete : 
Superintendence of transportation nc a2. is teins oh oenleperemel aie 
TOWEL a feca ai Bie oie dete oi a OME w ecspmles Se a, IRL vo dhe ele tatas angie ee Gna eee ar ane 
Operavion: Of .Carsyasracwsels = sh ais.e oebaneeetens ieee wie erence te ei teas eeanaene 
Totalwitranspor lation Pecispaas pierce Stas) ciebehel eel Piel) alts elaine erate ie 
General and miscellaneous cts thay. sais: sicteis salsa milehel es eee eietete 
Total ‘operating OSPETISES).) i... s+ aalsssbevelalage ce! areteke re Schell eter amis 
TRA SASG) ny Bova aire, o, pr terrelttaclas oy seadiveh, oltptian cata octane. Saleevetaes alae Bexteilehee sare: oie Ree ememee 
Total operating expenses, and. taxes). 22. <....0% n>.) eee 
Niep, CALDUASS: 0 lis safes cue ees autora eueie leeiees «a lelaie. ae ele etelenceare owenaes 
Tmecome. from “Other ‘SOULCESs.sh/- tuvcleie Aiauabens ete Mas ecru ce aeanclemete rene 
GYOSS GNGONIVE occ. Nscsos A orale coiauaye latent arate asl olhee) <lisiet alee ate cutee ehate onan 
Deductions from income: 
Rentals to other than lessor companieS.............s.e2000 
MEISCOLLAI COU y ) ais, sok teat a ie sy bSeral Sie we i ttoice oe queue oa eve imate ips Sha siona coe eee 
fh 0 Ce ee re eae ee aA Artie Oh yet oh A opel im cs Sos 
INET INCOME: | chi. «Faye xiy a diate a Rnswene aes Seelogd terenereane)kcakete nena gy shalebete 
interest on. funded and floating debt. mare eratote le aieitoieie ale ieteietens 
Balance for. dividends amd  SUMpIMIS i — cel pete ete ee cnet cieee 
PIUVIGETIOS 205015. 5 Jesh Goaiect chloe at jblreds oe eae LCs CU ee Le ere 


Balance—surplus 


tincluding $2,188,753 in 1902 and $6,168,873 in 1907, 


included.” 


TABLE II—OPERATING EXXPENSES SEPARATED AS 


TABLE I—COMPARATIVE INCOME ACCOUNT OPERATING AND LESSOR 


*Excluding six companies in 1907 and eighteen companies in 1902 which failed to furnish this information. 
stated as “wages, supplies and expenses 


BETWEEN SALARIES 


STREET RAILWAYS OF THE UNITED STATES 


Increase Increase 
~~ Jover 19012, over 1907, 
1902 1907 per cent 1912 per cent 
$235,997,005 $390,276,347 65.4 $520,184,773 Sore 
11,556,994 Ago Lbs tak 141.5 47,326,931 69.6 
$247,553,999 $418,187,858 68.9 $567,511,704 35.7 
($250,504,627) ($429, 744, 254) (71.6) ($585,930,517) (36.3) 
$13,600,236 $28,520,925 109.5 $42,666,174 49.6 
Ass a gobs), oi falaeal ste SON STEN Se nea ete etree sp otis Sep yo te sear 
16,676,532 31,485,810 88.8 36,386,002 15.6 
Baia a taney okucen elas om Metal atau aeT eeSir sae ete 3,670,376 Be 
$30,276,768 $60,006,735 98.2 $86,428,063 44.0 
$1,122,816 $1,730,851 54.2 $2,606,057 50.6 
$2,598,935 $3,545,418 36.4 $7,127,204 101.0 
23,062,328 43,972,669 90.7 60,484,917 37.6 
58,373,804 93,577,263 60.3 122,077,311 30.5 
$84,035,067 $141,095,850 67.9 $189,689,432 34.4 
$26,877,946 $48,476,316 80.5 $54,172,804 ie PUAES 
$142,312,597 $2515;309,252 76.6 $332,896,356 32.5 
13,078,899 19,755,602 51.0 35,027,965 17.3 
$155,391,496 $271,064,854 74.4 $367,924,321 SO.t 
22, 10008 $147,123,004 59.6 $199,587,383 302% 
2,950,628 11,556,396 291.7 18,418,813 59.4 
$95, 113, 131 $158,679,400 66.8 $218,006,196 37.4 
—$598,659 $521,663 $9,640,000 rte 
1,292,738 7,598,920 13,680,978 aie 
$694,079 $8,120,583 $23,320,978 ee 
$94,419,052 $150,558,817 59.5. $194,685,218 29.3 
46,462,470 81,771,266 76.0 113,259,470 38.5 
$47,956,582 $68,787,551 43.4 $81,425,748 18.4 
33,039,171 54,485,274 64.9 70,992,218 30.3 
$14,917,411 $14,302,277 th $10,433,530 —27.0 


& WAGES AND MATERIALS & SUPPLIES 
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Increase Increase 
over 1902, over 1907, 
Redistribution of Operating Expenses: 1902 1907 per cent 1912 per cent 
SalAnies ail < Weamesicn Stele cals wcd ie oe eatte San a eee el eke re $88,210,165 $150,991,099 (i2 $200,890,939 33.0 
Purchased power, depreciation, insurance, rent and three- 
fourths’, INJUTLES:. aid) \MawdasOsa teas eas iotere nee erro enero ies 15,078,689 32,850,768 117.9 55,628,439 69.3 
Materials and supplies (balance)........ atheris wsketioveioe ease eaeha 39,023,743 67,467,385 12.9 76,376,978 13.2 
Total. operating: expenses’ J f4/ cca e toa ole helene See Leas $142,312,597 $251,309,252 76.6 $332,896,356 32.5 
TABLE III—SALARIES AND WAGES 
- Increase Increase 
over 1902, over 1907, 
Salaries: 1902 1907 per cent 1912 per cent 
"OULU petenses et Aw chara Gy Sosa sob 2 acet = PPO es, Sacarele spe ae he ieeate Ciekel Sea emete $7,439,716 $12,909,466 oe 5 $26,128,786 102.4 
Por Salaried. Employee s/s. otads, ols beaew ep ateva en te nts Ee oadin hie ull, 0.4 $1,103 Seite $1,123 18 
Per Cit OL, OPeLaLitie “TEVeNUe® sea) catishehs sels ete es re ieoeie © 3.0 Bek 308 4.6 48.4 
Per-car, nile 7(Gents) 5 50s. tteraiests sina, veka oie erates nite Gee tame Ae 0.65 0.80 23.1 1.36 70.0 
Wages: 
Notal 0. ess eh eae eine si aa ake BER op ede eae eee eee rs Retepers $80,770,449 $138,081,633 71.0 $174,762,153 26.6 
Per Wage earner jie te bert SAAR Oe en ets $604 $658 8.9 $674 2.4 
Per cent of operating revenue 32.6 33.0 1.2 30.8 —6.7 
Per car’ mile \( Gents) < Wicd. aes Oh aavage Pee aus bese, Gente ohne oto 705 8.54 21.1 9.09 6.4 
TABLE IV—MATERIALS AND SUPPLIES (APPROXIMATE) 
Increase Increase 
over 1902, over 1907, 
1902 1907 per cent 191 per cent 
OCU ao. bo! ara qetarnie sucana sot 6! af Pied = wusyole eqer eo cieee DMO A oneneRE Ue oem eaaa a alte ers $39,023,743 $67,467,385 ie 9 $76, 216, agile T1302 
Per cent Of ‘operatine TEVENUEL oe sie ore v/v lohie crete suelo mmaniereiets 15.76 16.13 2.3 48 —16.4 
Per. carsmile. (Gents) mast ch cs cnapevele eines oa Cehee tat lolcats me ies 3.40 4.17 22.6 a ‘98 —4.6 
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Operating revenue less operating expenses per car mile (cents) 
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TABLE V—EFFICIENCY OF OPERATION = 

Increase Increase = 

over 1902, over 1907, = 

1902 1907 per cent 1912 per cent == 

Care Milled Saper CAT OyvIed Maas oi) eyetstele Fuousrs saya ote, «stra! <erb: eh oherlal ols 17,150 19,300 12.5 20,400 5.7 = 
POSSENSELSLVECL Cary OWNOUNR ei re soars coke cs cuss Bie linl aes ols kien eae als 87,200 114,000 30.7 129,000 1322 
Per cent transfer passengers of revenue passengers.......... 22.3 26.8 ates 25.4 Sadho 
Operating revenue per mile Gi rec Nas Cie eee ete A, $11,000 $12,200 10.9 $13,800 13.1 
Operating revenue pér car -mile’ (cents). 0.0. ct ce ee es 21.6 5.8 19.4 29.5 14.3 
Operating expenses per mile of track................. $6,320 $7,320 15.8 $8,100 Ore 
Operating expenses per car mile (cents)............ 12.4 15.5 25.0 Le3: 11.6 
Operating expenses per cent of operating revenue 57.5 60.1 4.5 58.7 2.3 
Operating revenue less operating expenses per mile of track.. $4,680 $4,880 4.3 $5,700 16.8 
9.2 1073 12.0 12,2 18.4 


The smaller rate of revenue increase and the Taste VII—INcome AccounY IN PER CHNT OF OPERATING 


j » REVENUE 
necessity of economy have produced more efficient 1902 soy 912 
operation, as will be seen from Table Y. Operaiin ere vyemiiel ps 21. pclribietes 100.0 100.0 100.0 
‘ x Operating expenses: 
From these figures it will be noted that a larger Maintenante of way ........... 5.5 6.8 7.5 
; Depreciation: Of WAY «66.626. ees. hs cy hate 0.7 
mileage has been operated and more passengers Maintenance of equipment....... 6.7 7.5 6.4 
carried per car than heretofore. The operating epee er OP MONE vy 05 2 
= revenue per car mile has also very considerably in- FROG CIMNAMECRAMCE, 65 a's sins 3 oe 12.2 14.3 15.2 
= creased from 25.8 cents to 29.5 cents, due some- eA iss 5: ene ace us oe ee 
= i p z Conducting transportation: 
= what to larger cars, while the increase in operating BOWE ih devas cat vate vu ea ele 9.3 10.5 10.7 
= : is ‘ OPELALON OL “CATS 4 )./60e% ea 066 23.6 22.4 21.5 
= expenses during the same period 1s only from 15.5 Superintendence of transporta- 
= : : LNG TT - ea EAA ORE ORC RRR etic Bs 0.9 1,2 
= cents to 17.3 cents, producing a notable increase of ‘ ein pees 
= net earnings from 10.3 cents to 12.2 cents. Total conducting transportation 34.0 33.8 33.4 = 
= But most important of all, the ratio of operating General and miscellaneous....... 10.9 11.6 9.6 = 
expenses to operating revenue has actually de- Total operating expenses ..... 57.5 60.1 58.7 = 
Net earnings before taxes........ 42.5 39.9 41.3 = 
Recess mem NEC 20, sf2\'y Lacie) vise) oh aufen ss NOUS 5.3 4.7 (Mite, == 
TABLE VI—INCOME ACCOUNT IN CENTS PER REVENUE CAR MILE , = 
Net earnings after taxes.......... 37.2 35.2 See 
1902 1907 1912 
Operating” TEVenue 27. 5.) es Sere 21.6 25.8 29.5 
Operating expenses: é : 
Maintenance of way ............ 1.2 ie 2.2 creased from 60.1 per cent in 1907 to 58.7 per cent 
Mepreciatiom OL WAY J. a5. <tc enis me Sidon 0.2 x 
Maintenance of equipment ...... 1.5 1.9 1.9 in 1912, or to almost as low a figure as the 57.5 per 
SAS a) Oa apa a read 2 le _° cent in 1902. This is the more important when it 
JES SONNE Soa a ant 3.11 4.5 ig considered that the operating expenses for 1912 
Traftic . ee. eee eee ee eee ee eee 0.1 0.1 0.1 contain $7,375,887 charged for depreciation com- 
Conducting transportation : } igen i 
ORO CRANE ae Ro Ca sek 2.0 2.7 3.2 pared with no similar charges for the earlier years. 
Operation: Of \CarSi ys tak late sss 5.1 5.8 6.3 A : ‘ 
Superintendence of transporta- Another interesting feature is that the percent- 
. 9 . 
Ce GNSS Tia ae asia ee = 04 age of revenue passengers transferring shows a 
ore onancemne Sra naberta tied. 1-8 Sf 99 slight reduction from 1907, due to a better under- 
General and miscellaneous...... 2.3 3.0 28 standing of the expensive nature of this free 
Total operating expenses .... 12.4 15:5 17.3. service. ; 
Net earnings before taxes ........ 9.2 10.3 ieay) When the income account is reduced to a car 
HEA COS MA ew sate he sis .cha, ancien ye sb auanal a) eve ene ek 1.2 1.8 mileage basis the results shown in Table VI are 
Net earnings after taxes.......... 8.1 Sal 10.4 obtained. 
Oe expenses: regrouped : a oe ay The operating revenue received by the street rail- 
Purchased’ "power, rent, insur- "way industry was expended as shown in Table VII. 
DINGES MSEC. |e eves ieicitte selon o sse: snelleyle' eis 1.3 2.0 2.9 ; ‘ ‘ : 5 5 
Materials and supplies (balance). 3.4 4.2 40 The interesting feature of this table is that in spite 
Total operating expenses...... 12.4 15.5 173 of an increase of 0.9 per cent of operating revenue 
= TABLE VIII—APPLICATION PER $1,000 or ToTAL REVENUE 
= Increase Increase 
= over 1902, over 1907, 
= 1902 1907 per cent 1912 per cent 
SEPANG et MLO VOM UE t ehane ohare ale orsuet Htsoy heapimlisrs 4s ohets foley ie. a's haiclis ion eje ee $1,000 $1,000 = aaeee $1,000 =... ss 
= Operating expenses: id _ 4 
= IAIN SRea MMT VSS cane) eekcmene ai stain: ca tin: clatecen aston silate io apeteve sey ae sui 5 352 301 —0.3 343 —2.3 
PAINE HAS OMG Wy Clay CEC ip telspatageds opoueie eiaial isi aieiolels te spacerers lays: «is so) ese , 60 77 28.3 95 23.4 
Materials and supplies (balance) os. 8 1 2 ah were. ele eae aie ns 156 157 0.6 130 —17.2 
Mopalnoperatile EXDONSCSs Wade cinco adaledinns de uci esi So's « $568 $585 3.0 $568 —2.9 
TOMEI EA IE A Rene a=. scaveret aPneve lated eestetn cha i cRemec oto Oleh sein pale Ques sil ie $52 $46 IS) $60 30.4 
Mitscaltamagucn MemuetiOnmspcc iad ahcritiere Shistet ay ois ook Bist’): shay 3 HOY OFF a Svs sare 40 te 
MO CHIN AREDENGO NM. tusida auciweraeer oistenetsi cleteseys siloacvanaraent Sci ene isionyst ave $623 $650 4.3 $668 2.8 
URES PRES tte Asi thah sk 3 3. s $185 190 2.7 $193 1.6 
See ey a ee ea oS ery EE 35 131 5 
ste Ui AIRF, 2 chic eee Blo SEER O ROIS Fre NC aie ELD CET CTE Oncaea enn 60 33 —45.0 18 —45.6 = 
= Motal for capital. <): . vec. +s sss rete coke ure ae $377 $350 1.2 $332 —5.1 = 
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CONCLUSIONS 


“From the above statistics it is possible to 
draw certain general conclusions: 

‘The business, as a whole, is being operated 
more economically and conservatively. 
“Maintenance and depreciation of prop- 
erty are being better provided for. 


“Increased net earnings due to more 


efficient operation are being largely absorbed 


by increased taxes. 
“Capital is receiving a slightly enlarged re- 
turn, but the increase is too small to be at- 
tractive in comparison with the returns in 
other industries. 
“Development of and investment in the in- 
dustry are not keeping pace with the increase 
of traffic.” 

—Frank R. Ford 


being put back in the maintenance of property in 
1912 and a decrease of operating ratio from 60.1 
per cent to 58.7 per cent, resulting in 1.4 per cent 
more revenue saved for net earnings before taxes, 
this entire saving was paid as taxes, and the final 


TABLE IX—INTEREST AND DIVIDENDS PAID 
1902 1907 1912 


$81,771,266 $113,259,470 
4.17 


Interest on funded and 
floating debt ..... rie Bugis ys 


Per’ cent” of <debtiys..cr- : 2 4.31 
DDIVAGEMAS tase cts ates reels $38,039,171 $54,485,274 $70,992,218 
Per cent of stock....... 2.51 2.60 2.97 

FING taAM Doane. ue tates cehaueie ieteraks $79,501,641 $136,256,540 $184,251,688 


cent of 
GeEDEss, «ms 


Average per 


capital and 3.44 3.36 3.68 


net earnings after taxes were the same as in 1907. 
In other words, practically all the increase of net 
earnings expressed as a percentage of revenue, due 
to increased efficiency of operation, was absorbed 
by increased governmental charges. 

Restated in another way, each $1,000 of .total 
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and capital stock have been as shown in the figures 
in Table IX. 

While the rate of interest in this table shows the 
slight increase of from 4.17 per cent to 4.31 per 
cent, the rate of dividends shows a slightly larger 
increase from 1907 to 1912 of from 2.60 per cent to 
2.97 per cent on par value, and from this stand- 
point the owners of these properties have profited 
by the betterment and economies of operating con- 
ditions. ‘ 

The increase of capital as compared with in- 
creased revenue is shown by Table X to be in a 
conservative direction, the total debt and stock in 
1912 being 8.6 times the total revenue, compared 
with 9.4 times in 1907. 

A decrease in amount of development is shown in 
Table XI. 

It will be noted from the figures in this 
table that the increase of track mileage from 1902 
to 1907 was 52.3 per cent and only 19.4 per cent 
from 1907 to 1912, and that the rate of increase. 
in cars owned was about half as much for the latter 
as for the earlier period. Similarly, new capital 
issues increased only 23.5 per cent for the five years 
to 1912, compared with 75.7 per cent for the earlier 
period. 

All of these rates of increase for five years to 
1912 were considerably less than the 33.3 per cent 
increase of transportation revenue. 


CONCLUSIONS 


From the above statistics it is possible to draw 
certain general conclusions: 

1. The business as a whole is being operated 
more economically and conservatively. 

2. Maintenance and depreciation of property are 
being better provided for. 

3. Increased net earnings due to more efficient 
operation are being largely absorbed by increased 
taxes. 


TABLE X—COMPARISON OF CAPITALIZATION 


Increase Increase 

over 1902, over 1907, 

1902 1907 per cent 1912 per cent 
Munded and floating) Gepts cape cautery ele oi-yaptspemisitapewene ts lale) eels tetevel« *$992,709,139 $1,960,050,142 97.4 $2,626,482,670 34.0 
Ratiotto total YOvenue “CUMeOS ss ccs succor tare tes eyshs tee tehe or stetel eelielielver ace F . wits 4.5 Se 
Capital BtOCK 7s sien se dsroie lee sic aeRtniee cise @ done Sete eee teen eT OR ETS $1,815,572,960 $2,097,708,856 59.4 $2,384,344,513 1327 
RAtio tertotal reventic, GHMES) cvnias > cba cue cada mie cieieieieien a anemone etre 5.2 E Stee 4.1 Sere 
Metal. capitalization: tule srcppekian tus laheys ohotefensuaictagenere eutncle tae sien este $2,308,282,099 $4,057,758,998 TO $5,010,827,183 23.5 
Ratio to. total. revenue: CEIMES ies cies keene he hocs eee eee 9.2 9.4 Sues 8.6 aes 

*Funded debt only; floating debt not available. 
TABLE XI—-EXPANSION OF FACILITIES AND INVESTMENT 

Increase Increase 

over 1902, over 1907, 

1902 1907 per cent 1912 per cent 
Mileso Of trachests cicincteleleleteers cls ap sxe sone Cehei eal o cWenrme sl chenenemeuetere 22,573 34,382 52.3 41,065 19.4 
Number of cars: COWNEd)) ssi. sists aoe ere ioremare $e cele leva bubatte pe telinusiene > 66,784 83,641 25.2 94,016 12.4 
Yotal Capitalization sts sic sesh sss wis aeto toute nial eyes eiotael se eee en abe $2,308,282,099  $4,057,758,998 TOT $5,010,827,1838. 23.5 
Transportation: TAVENUC cele % secede Leese lene ols) se oe ehelans tel tottaokehaete $235,997,005 $390,276,347 65.4 $520,184,773 33.3 
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revenue was expended as shown in Table VIII. 
From these figures it would appear that both labor 
and capital show a decreased return in 1912 ex- 
pressed in percentage of revenue, this being largely 
due to increased taxation. 

The actual interest and dividends paid on debt 


4. Capital is receiving a slightly enlarged re- 
turn, but the increase is too small to be attractive 
in comparison with the returns in other industries. 

5. Development of and investment in the indus- 
try are not keeping pace with the increase of 
traffic. 
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POPULARITY OF ELECTRIC RAILWAY 
SECURITIES 


By ALLEN G. HOYT 
N. W. Halsey & Company, New York 


ANY explanations have been offered as to 
why the investing public during the last few 


years has been turning to the securities of 


public utility companies in preference to those of, 


steam railroads and industrials, but there are two 
which probably have had a great deal to do with 
this tendency. One is the comparative stability of 
the earnings of these properties, and the other is the 


immunity which experience has shown that they 


enjoy against confiscation. 

There is no doubt that public utilities have a 
stability of earning power that is equal to, if not 
better than, that of any other class of corporations. 
This subject has been widely discussed in current 
periodicals, and detailed arguments thereon are un- 
necessary. But it is interesting to note that during 
1913, according to the report of the comptroller of 
the currency, the 26,000 banks of this country in- 
creased their holdings in public utility bonds by 
$118,000,000 and released $101,300,000 of steam 
railroad bonds. This is a rate of gain for public 
utility bonds larger than ever before. Even such a 


“There is no doubt that public utilities have 
a stability of earning power that is equal to, 
if not better than, that of any other class of 
corporations.”’ 


—Allen G. Hoyt. 


world catastrophe as the European war should have 
little effect upon the earning power of these proper- 
ties. There may be some sentimental or sympa- 
thetic reaction in prices or a temporary decline 
caused by a rapid foreign liquidation, but the sta- 
bility of the issues as regards permanent investment 
will not be impaired. 

The second reason mentioned for the investment 
popularity of electric railway securities—which they 
enjoy in common with other public utilities—is their 
immunity from confiscation. By this is meant that 
public service commissions or other regulatory 
bodies cannot reduce the rates or fares of these 
properties to the point of confiscation. While the 
subject of appraisals is not yet on a completely 
standardized basis it has progressed sufficiently far 
in that direction that the investment value in these 
properties is generally recognized and protected. 
Commissions have also generally held that rates 
must be such as to afford a reasonable and fair re- 
turn on this investment value. The principle of the 
economic desirability of monopolies in the field of 


public utility service has also been widely accepted 
by commissions and has been carried to the extent 
of refusing permits for the organization of rival 
companies. For this reason public utilities are 
practically exempt from the danger of ruinous com- 
petition. These facts enable bondholders in such 
companies to determine easily the safety of their 
investments. Steam railroads have not in general 
been able to establish their investment value to an 
equal extent, for there is not yet a Buren 
standardized basis upon which to work. 

Electric railway investors are also protected to a 
large extent against the mistakes of public service 
commissions, made either unwittingly or through 
over-zealousness in the so-called interests of the 
public. Commissioners are beginning to see that 
when they appraise a public utility property and 
decide upon a reasonable return, the public will 
eventually suffer if the rates are not high enough. 
With the higher standard of living, people desire 
better public utility facilities. To provide adequate 
facilities the corporations require additional capital 
from time to time, but the necessary capital will 
not be forthcoming unless the commissions permit 
the companies to charge rates which will show an 
attractive return on the investment value of their 
property. 

Some scheme must be devised which will allow 
the capital invested in a public utility to make in- 
creased returns as the corporation prospers, whether 
its prosperity is due to exceptionally able manage- 
ment or is the natural result of the increase in 
wealth and population of the community served. 
The Wisconsin scheme, the so-called Massachusetts 
idea and the Chicago Traction plan, all recognize 
this phase of the situation. 

It cannot be denied, of course, that the hazards 
of electric railways are still many. Even if there 
is little threat of private competition there is the 
actual and potential danger of municipal lines, and 
there is a continued increase in operating expenses, 
despite constant watchfulness and increased effi- 
ciency. There are also the growing burdens of 
labor, taxes, enforced extensions and hostile political 
attacks of one kind and another. But these facts 
do not destroy the stability of electric railway 
securities; they are simply points about which the 
investor should be cautioned. They have been 
largely overcome in the past, and undoubtedly the 
same will be true of the future. The electric rail- 
way business as a whole is now organized on a firm 
foundation that makes its issue of securities among 
the most attractive that are available in the market. 
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IMPROVING THE ATTITUDE OF THE PUBLIC 
TOWARD THE TRACTION COMPANY 


By EDWIN GRUHL 


Assistant to the President, North American Company 


tion companies cultivating better public rela- 

tions has raised the question as to the most 
practicable means and the possibility of concerted 
action upon the part of all traction companies to 
achieve that end. The need for some plan of action 
arises principally from two sources: 

(a) The constantly increasing demand in many 
communities for extended facilities and better serv- 
ice must ultimately be accompanied by increased 
earnings if returns upon the investment are to be 
sufficient to attract new money into the public serv- 
ice. In many instances this question of increased 
revenues has already become as pressing as the 
similar problems now being faced by the shippers 
and the railroads. It is necessary that the public 
be advised in time as to the importance of its inter- 
est in obtaining new capital in order that the proper 
co-operation may ultimately be secured to remedy 
existing revenue conditions. Poms 
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“The fact that under regulative laws the 
utility’s affairs, are public, ‘information has 
apparently not Messened notions prevailing 
in many communities that the business is 
abundantly profitable and that the cost of 
service is far below thé rate of fare paid by 
the public. Unfortunately these views are 
not altogether due to public ignorance but 
are frequently voiced by* people who ought 
to know better.” 


[iis recent interest in the desirability of trac- 


\ —Hdwin Gruhl. 
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(b) Unfortunately the best public relations are 
not always promoted alone by careful conduct of the 
business. The traction utility, occupying as it does 
a position in the public streets, is particularly sub- 
ject to unwarranted complaints. Unless such com- 
plaints are promptly dealt with they are very easily 
extended into widespread sources of dissatisfaction. 
Attacks on public utilities are, moreover, still em- 
ployed by public officials for political purposes and 
are still one of the various indignation topics used 
by many editorial writers to promote interest in 
their newspapers. With the best conducted utilities, 
therefore, adverse criticisms still occur at more or 
less frequent intervals. 

Until recently few utilities have paid attention to 
public policy campaigns. It is not many years ago 
that publicity of accounts was expected completely 
to fill the requirement of preventing any misunder- 
standing as to the fairness of the utility in dealing 


with the public. But publicity of the business, even 
when coupled with the vast inquisitorial powers of 
regulating commissions, has, in itself, failed to pro- 
duce good public relations. The public has no inter- 
est in the usual financial statements and statistics, 
because it is at a loss to interpret their significance. 
It is impressed with the magnitude of the net earn- 
ings, but has no inclination to associate that sum 
with the investment. The figures involved are 
usually beyond the ordinary individual experience, 
and there is almost a universal tendency to desire 
an opportunity to distribute other people’s money. 
The fact that under regulative laws the utility’s 
affairs are public information has apparently not 
lessened notions prevailing in many communities 
that the business is abundantly profitable and that 


.the cost of service is far below the rate of fare paid 


by the public. Unfortunately these views are not 
altogether due to public ignorance but are frequently 
voiced by people who ought to know better. 

It also seems certain that occasional newspaper 
campaigns stating the utility’s case have not secured 
desirable results. Frequently such campaigns have 
been postponed until public antagonism has become 
acute. As a result the utility’s motives have been 
questioned and the sudden attention to publicity 
taken as a confession of weakness. It is difficult to 
induce prejudiced people to accord the utility a 
hearing, much less read lengthy advertisements. 
While public prejudice is easy to create and foster, 
it is evident that convincing the public is a more 
gradual process. 

Obviously, no definite plan of procedure can be 
devised which will fit any local condition. In some 
instances the transportation of working people to 
and from their places of employment, in others the 
ambitions of real estate owners in outlying dis- 
tricts for the speedy development of their property 
through extensions of the traction company’s lines, 
are the immediate sources of dissatisfaction. In 
some communities, also, public opinion is centered 
around the need for industrial expansion and a 
bigger city; in others it is concerned with the high 
cost of living, and the regulation of profits and 
municipal ownership are topics of public discus- 
sion. In the more conservative cities, a definite 
program for public improvements, health, educa- 
tion and economy and efficiency in city adminis- 
tration receive a more popular response than gen- 
eral plans for social reform after a thorough up- 
heaval of existing conditions. Where public senti- 
ment is most rational, and hence the most readily 
convinced by a campaign of education, the pressing 
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problems of good city administration occupy so 
much public notice that there is no necessity for a 
public policy campaign. It is only possible, there- 
fore, to outline in a general way the means for bet- 
tering public relations. 

As a part of the “‘public policy” of a traction com- 
pany the treatment of individual complaints is im- 
portant. The managements of most companies en- 
courage well-founded complaints, and handle them 
courteously and with dispatch, stating the means 
taken for correction, pointing out where the public 
must co-operate and correcting any misstatements. 
The handling of the unwarranted complaint requires 
greater tact and patience. Every community has 
its number of habitual complainants who are not 
open to reason and whose only certain convictions, 
in fact, are based upon vague ideals impossible of 
attainment. In such eases the only result which it 
can be hoped to achieve is the reduction of this class 
of complaints to the smallest possible number. The 
writer of anonymous public letters to the news- 
paper presents another difficult problem. In a num- 
ber of instances such sources of dissatisfaction have 
been stopped and the letters diminished in number 
by requests to the press to permit reply by the com- 
pany in the same issue. 

The company’s policy towards the settlement of 
accident claims is also important. The prompt set- 
tlement of claims where such have merit, and the 
restriction of litigation to only such cases where the 
company is not responsible, often has a far-reaching 
effect upon public sentiment. 

Educating the public to the traction company’s 
problems has in many instances supplemented the 
efforts made to dispose of individual complaints. 
Such educational articles may include topics of his- 
torical interest reminding the public of the pioneer- 
ing work and improvement in the art which have 
occurred, the great changes in the character and 
length of transportation, the growth of transfer 
privileges and of rush-hour service and their in- 
fluence on the cost, and the smaller purchasing 
power of the nickel. Significant conclusions may be 
drawn from comparisons of the rise in price of other 
items entering into the average citizen’s cost of 
living as compared with the stationary rate of fare. 
The schedule of subjects may also include topics 
illustrating the mutual interest of the utility and 
the public in promoting the growth and prosperity 
of the community, in observing the company’s rules, 
in encouraging the movement for public safety, and 
in minimizing taxation and similar assessments 
which must ultimately be borne by the patron. 
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“The problem of unsettled“public relations 
Is apparently one of the risks inherent in the 


traction business oy bet OE treat- 
ment may minimize, but to~which no single 
general plan is applicable.” . 

—Edwin Gruhl. 


Frequently, as local conditions may determine, 
the tenor of the educational article must be such 
as to appeal to other business men and must deal 
with the more general economic problems of the in- 
dustry, correcting prevailing notions as to rates of 
return at which securities will find a market, as to 
the traction business being one of increasing re- 
turns, as to the incidence of public utility taxation, 
and as to the form of government necessary to in- 
sure the success of municipal ownership and admin- 
istration in the form and under the conditions as 
practiced abroad. While many commissioners un- 
derstand that a high rate of return on capital is 
necessary to attract the money required into the 
business, the ordinary professional or business man 
apparently exaggerates the risk involved in his own 
and minimizes the risks obtaining in the traction 
business, and accordingly believes that 5 per cent 
or 6 per cent is sufficient. 

Local conditions will determine what is the most 
effective medium for such publicity. Advertise- 
ments in newspapers have been effective. Dodgers, 
circulars and placards have also been used with 
varying degrees of success. Much has depended 
upon the subject matter as well as upon the per- 
sistence and attractiveness with which it has been 
presented. 

It is difficult to ascertain whether improved pub- 
lic relations following such efforts have been due to 
success in handling complaints, the company’s policy 
in other matters such as accident claims, the per- 
sistent campaign of education or to other contribut- 
ing causes. Owing to the difference in the needs 
and public attitude in each particular case, it would 
be impossible to expect that a public policy cam- 
paign can be outlined which will apply under all 
conditions. In this respect the “public policy” 
movement for the traction industry differs from the 
sales campaigns attempted upon a national scope 
by other utilities. The problem of unsettled public 
relations is apparently one of the risks inherent in 
the traction business. which careful local treatment 
may minimize, but to which no single general plan 
is applicable. 
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Part Two 
; PUBLIC RELATIONS—OPERATING CONDITIONS 


IMPROVEMENT OF RELATIONS BETWEEN 
ELECTRIC RAILWAYS AND EMPLOYEES 


By CHARLES W. ELIOT 


President Emeritus of Harvard University 


than better, in both Europe and the United 

States; and the events of the last five years 
tend to show that neither legislatures nor courts 
are likely to bring about peace and goodwill -be- 
tween capital and labor, or to prevent the indus- 
trial losses—some slow and chronic, others sudden 
and violent—which result from the warfare. Pub- 
lic utility corporations like railroads, electric com- 
panies, and gas companies are especially exposed 
to the losses caused by strikes; because the unions 
to which the employees of such companies belong 
are well aware that the general public, being much 
inconvenienced by strikes, will generally favor the 
granting of any demands its employees may make 
on the employing corporation, and will resent the 
stoppage or impairment of service. The general 
public distrust of corporations, and the fear of or- 
ganized labor ,which elected officials almost univer- 
sally manifest, contribute to make the position of 
the employing corporation in all public utilities a 
difficult one. 

Under these conditions, it is for the interest of 
the employees, the employer, and the public that a 
method of carrying on the business of public utili- 
ties should be devised which will give real content 
and satisfaction to both employees and employer, 
and through them to the general public—a method 
which steadily promotes efficiency in the service, 
and, therefore, satisfies the public needs, both old 
and new. 

An urban electric railway corporation offers sev- 
eral advantages for instructive experiments on ideal 
relations between employer and employed. In the 
first place, the need of such a corporation to secure 
a method which would bring peace is urgent indeed. 
Secondly, the business of such a corporation ought 
to be steadier and more stable than most businesses; 
because it is comparatively unaffected by the ups 
and downs of business in general, and by political 
changes. Again, such a business should always be 
expanding moderately, and improving through new 
inventions and new demands. Lastly, the employees 
are numerous; and, while many of them remain but 
a few years in the service, many marry and remain 
long in the same employ without change of resi- 
dence. An electric railway company has another 
advantage as a field for experimenting on sound 


[Ne industrial warfare gets worse, rather 


industrial organization, in that it cannot render 
satisfactory service to the public and make money, 
unless good discipline is maintained among its em- 
ployees as regards punctuality, alertness, politeness, 
and honesty. Now, in a twentieth century demo- 
cratic society, good discipline in industries is best 
maintained by interested co-operation between the 
working force and the managing force, the motives 
on each side being identical—pecuniary profit and 
an unembarrassed pursuit of happiness. Of course, 
the employees of a street railway company are much 
freer as regards individual initiative and variety in 
their work than the men and women are who tend 
machines indoors at a speed determined for them. 
They are, therefore, particularly good subjects for 
experiments on industrial relations based on co- 
operative management and impregnable goodwill. 
Anyone who has watched labor legislation and 
judicial decisions on labor cases during the last 
five or ten years will have come to the conclusion 


that it is for the manufacturers, bankers, and mer- 


chants of the country to invent and bring into prac- 
tice the modifications of the wage-system needed 
to bring industrial peace and success in the pursuit 
of happiness to both employer and employed. 

The experiments on this general subject already 
tried in France, England, and the United States 
indicate clearly that a combination of the following 
modes of action promises to produce the desired 
result,— (a) co-operative management, (b) profit- 
sharing, (c) insurance against accidents, (d) sick- 
ness and death benefits, and pensions, and (e) good 
housing. 

(a) The value of co-operative management has 
already been demonstrated in many industries. It 
is safe and profitable to give elected representatives 
of the employees a large minority representation 
on the committee which makes and enforces the 
rules of a factory, mine, or railroad; provided that 
the employees have a significant pecuniary interest 
in the success of the corporation. 

(b) The profit-sharing must give promise or 
hope to every employee of a substantial addition to 
his wages; and every employee must feel that his 
own personal return in money is going to depend 
upon the personal efficiency and fidelity of himself 
and his co-workers. There are many modes of in- 
teresting employees in the success of the employing 
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person, firm, or corporation. Making a dividend 
to the pay-roll every time that a dividend is made to 
the shareholders, is one way. Announcing before- 
hand that a certain percentage of the net profits of 
the company will be paid in cash once a year, or once 
in six months, to every employee who has been one 
year in the service of the company, is another way. 
Promoting investment by employees in the stock of 
the employing company, is another; and this may 
be done in many businesslike ways, as well as in 
ways which are not businesslike. Thus, whenever 
the privilege of subscribing to new stock is offered 
to shareholders, the same privilege may be offered 
to employees; and the company may agree to take 
payments for the stock subscribed by employees in 
weekly or monthly reserves from their wages. No 
employee should be urged to take stock in the com- 
pany which employs him, or be induced to do so by 
the offer of shares at less than the market price; 
for employees who take stock under such conditions 
are sure to feel bitterly against the employer, if 
their investments turn out to be unprofitable, or 
even to be of fluctuating value. Profit-sharing and 
co-operative management go well together; but 
either may be used without the other. Moreover, 
there are methods of interesting employees in the 
success of the service an electric railway company 
renders which are not true profit-sharing,—as is 
shown, for example, in the plan of the Philadelphia 
Rapid Transit Company called ‘co-operative man- 
agement.”’* } 

In that company the pecuniary interest of the 
employees is in the rise of wages which accom- 
panies automatically an increase in the gross re- 
ceipts of the company. In the Home University 
Library of Modern Knowledge, Henry Holt & Com- 
pany, New York, there is included a little book on 
“Co-Partnership and Profit-sharing, 1913,’ which 
describes a considerable variety of schemes for co- 
operative management and profit-sharing, both 
European and American, which have succeeded in 
practice. 

(c) Insurance against accidents, at reasonable 
rates, and with just co-operation on the part of both 
employers and employed, is an indispensable part 
of any scheme for uniting both parties to successful 
production in one common productive endeavor. 

(d) Sickness and death benefits are also indis- 
pensable parts of any such scheme. These benefits 
should be planned and carried into effect by a com- 
mittee representing both owners or managers and 
workmen; and this committee should have large 
discretion in the adjustment of doubtful cases, and 
of cases of. peculiar hardship. Pensions on disa- 
bility or old age have also a beneficial effect on any 
industrial corps in which many examples of long 

continuous service occur, provided the industry it- 
self has proved to be steady and reasonably profit- 
able through a long term of years and, therefore, 


*This plan was introduced by T. BH. Mitten, chairman, in 
1910-11, and for three years past has proved remarkably 
successful. 
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“No plan of co-operative management and 
profit-sharing will be permanently successful, 
unless it turns out to be profitable both to 
employer and to the employee; but it is well- 
nigh certain that any well-devised plan 
*  * * will prove successful in this sense; 
for sharing in the profits of the business, and 
in determining the details of discipline and 
sanitation, creates a spirit of good-will and 
contentment which promotes in the highest 
degree industrial efficiency, and therefore 
enlarges profits.”’ 


—Charles W. Eliot. 


is likely to be permanent. A pension system works 
best in government or university employ, or in that 
of an old, well-managed railroad. It is hardly ap- 
plicable in novel, precarious, or unproved industries ; 
for it requires a stable corporation of high reputa- 
tion for honesty and success. From the point of 
view of the workman, a pension will never be a 
satisfactory substitute for an equitable share in 
current earnings. It is most valuable as a means 
of content and goodwill in occupations which are 
not conducted for a profit. Just sickness and death 
benefits are particularly necessary in the service of 
an electric railway company, because so much de- 
pends in that sort of service on punctuality and 
regularity on the part of all employees. 

(e) An interest on the part of an electric railway 
company in the housing of its employees may seem 
at first sight superfluous or sentimental. But, on 
the contrary, it is a highly practical interest; be- 
cause family and social health and enjoyments are 
really essential to the formation and preservation 
of a large body of employees who are contented and 
satisfied for good and permanent reascns. It is to 
be observed, however, that the term “good housing” 
covers many things beside the house, as, for in- 
stance, a garden patch with the house, clean streets, 
defences against alcoholism and prostitution, a 
Neighborhood House with reading rooms and an 
auditorium for concerts, moving pictures, and 
plays, and playgrounds for open-air sports and 
folk-dancing,—in short, provision for ample light, 
fresh air, and all sorts of wholesome games and 
sports. Every factory village, every garden city, 
and every neighborhood for cottages of mechanics 
and operatives, should be so planned as to provide 
all these advantages. An urban electric railway 
sends its lines into the city’s surrounding suburbs; 
and the dwellings of the employees may, therefore, 
be conveniently distributed in large suburban 
groups among the different divisions of the road. 
In this respect an electric railway company has 
some advantage over a factory or mine, which needs 
to have all its men living within easy reach of the 
site of the works. 

Here it should be observed that it is imprudent 
for any industrial company to own houses, or carry 
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on stores to be used by its employees. To be sure, 
the location and conditions of an industry may 
temporarily be such that the employing company is 
compelled itself to make these provisions; but such 
action is always undesirable, because it is apt to 
lead to suspicions and complaints on the part of the 
employees, particularly in times of discontent and 
excitement. Nevertheless, judicious co-operative 
management will always secure advantages to em- 
ployees in the purchase of household supplies and 
uniforms or other clothing. 

No plan of co-operative management and profit- 
sharing will be permanently successful, unless it 
turns out to be profitable both to the employer and 
to the employee; but it is well-nigh certain that any 
well-devised plan which contains the various fea- 
tures above mentioned, or most of them, will prove 
successful in this sense; for sharing in the profits 
of the business, and in determining the details of 
discipline and sanitation, creates a spirit of good- 
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will and contentment which promotes in the highest 
degree industrial efficiency, and therefore enlarges 
profits. 

The problem of an urban electric railway is, in 
some respects, more difficult than that of an indus- 
trial corporation which is not in such immediate 
and daily contact with the public; but on the other 
hand a successful solution of the problem is likely 
to receive from the public prompt and effective sup- 
port; because the public’s interest in the excellence 
and continuity of the service is strong and lasting. 
It is worth while for any urban electric railway to 
win the confidence and approval of its public. 

A well-managed street railway can make itself 
very useful in resisting and relieving the frightful 
congestion of population which makes a wholesome 
life impossible in modern cities. On this account 
the establishment of permanent peace and content 
in the conduct of that industry has special im- 
portance. 


CORDIALITY IN PUBLIC RELATIONS 


By JOHN A. BEELER 


Vice-President and General Manager Denver Tramway Company 


UCH is dependent upon the character of the 

AY Goce between a public utility company 
and the’ public which it serves. The ideal 

state is where cordiality exists between them. This 
condition is sometimes very difficult of attainment. 
Polite and courteous employees are among the 
first and most important requirements; especially is 
this true of a street railway. The trainmen are the 
personal representatives of the company, the ones 
who daily meet and deal with the patrons, and the 


“Publicity, like charity, should begin at 
home. Take the employee into your confi- 
dence; explain to him the whys and the 
wherefores. Trust him, and he will not dis- 
trust you and will become an invaluable 
aid.” 

—John A. Beeler. 


management is judged by its representatives. Rare- 
ly, if ever, do you find a body of pleasing and cour- 
teous trainmen, but you find the same kind of 
officers at the head of the company. 

A utility company seldom makes any rules or 
regulations without a justifiable reason for so 
doing, but frequently such regulations are formu- 
lated and enforced without any effort to explain the 
necessity of these rules even to the employees. 

One should never hear an employee remark, “TI 
don’t know why, but them’s the company’s rules.” 
Such an “explanation” sets the patron squarely 


against the company, once and forever. Publicity, 
like charity, should begin at home. Take the em- 
ployee into your confidence; explain to him the 
whys and the wherefores. Trust him, and he will 
not distrust you and will become an invaluable aid. 

Transportation occupies second place in the 
world’s plan of economics. The railway is a human 
machine, and the more intensely human, the more 
efficient. Elbert Hubbard says, ‘““He who eliminates 
sentiment from his cosmos, takes no interest in the 
game. Laughter, love, courtesy and friendship are 
all very tangible assets in making the wheels gc 
round.” 

Each employee should be made to feel that the 
proper performance of his work is just as important 
as that of the head of his department, or of the 
manager himself. 

When any improvement or change in the service 
is inaugurated, tell the patrons about it. A leaflet 
circulated in the cars or a brief announcement on a 
poster in the cars, may be sufficient, but first of all 
“post” the employees. We in Denver have found 
our monthly publication, known as the Bulletin, 
very helpful in such matters. 

A successful utility should not only be wide 
awake and progressive, but it must be always on 
the job and jump at any opportunity to help the 
community which it serves. Last December, Denver 
was visited by a snowstorm the like of which the 
memory of the oldest inhabitant does not recall. 
Four feet of wet snow fell and was quickly trans- 
formed into ice. The snow-fighting equipment was 
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and required unusual methods. 


C. D. Cass] 


completely helpless; plows and sweepers were ma- 
rooned in all parts of the city. Not a thoroughfare 
was open; not a wheel was turning in any of the 
streets or on any of the steam railway lines leading 
out of the city. Even the rotary plows of the rail- 
ways were useless. The people were dazed. After 
three days of storm, many thousands were suffer- 
ing for want of coal and provisions. All business 
and traffic was at a standstill. The city faced a 
crisis which threatened the existence of many of its 
inhabitants. Something had to be done and at once! 

While the storm was at its height, the Denver 
Tramway Company had every available man that it 
could hire at work. Breaking ice with pick and 
shovel was tedious work, even though several thou- 
sand were so engaged. It was an unusual situation 
Great plows, used 
for breaking virgin prairie sod, were obtained. 
Horses were requisitioned by digging stables out of 
12 ft. drifts. These plows broke the ice up in great 
chunks, and the hundreds of men piled it up at 
the sides of the streets. Relays rushed the work 
along the various lines night and day. Several thou- 
sand good citizens, including business and profes- 
sional men marooned in the suburbs, volunteered 
their services and set to work clearing the car 
tracks, and while many of them did not accomplish 
nearly as much as would a man accustomed to hard 
work, they at least came to an appreciation of the 
herculean task that confronted the company. 

At the end of the third day of the tie-up an ave- 
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nue had been opened from the business center into 
the north and south sections of the city. As the 
first cars made their progress through the canons 
of snow and ice, peopie ran out from their homes 
and made vociferous demonstrations of approval. 
The work of opening other lines followed without 
cessation by night and day. 

Work trains were then changed into conveyors of 
coal and provisions, supplying public institutions, 
hospitals and private dwellings, wherever necessary 
to relieve distress. 

Even with the addition of all the teams and 
wagons that could be had, the city was unable to 
cope with such a volume of snow and made slow 
progress toward clearing the business section. The 
Tramway Company placed practically its entire 
equipment of flat cars and work trains at the dis- 
posal of the municipal authorities every night for 
several weeks and hauled thousands of loads. 

In this emergency the company was enabled to 
confer a benefit upon the community, and the value 
of a live, human, compact and energetic organiza- 
tion of its kind was apparent to every citizen. Ex- 
pressions of appreciation poured in from all quar- 
ters. Those who formerly had no good word for 
the company were frank to speak proudly and ap- 
provingly of it. 

State your case truthfully, in plain language, free 
from technicalities. The day of the joker, hidden 
in wordy phraseology, has departed. Substitute sin- 
cerity and cultivate cordiality. 


INTERURBAN TRANSPORTATION AND 
THE PUBLIC 


By C. D. CASS 


General Manager Waterloo, Cedar Falls & Northern Railway Company, Waterloo, Lowa 


ceived strictly as a mode of passenger trans- 

portation between densely-settled centers or 
between urban and suburban districts. Where the 
population of the territory served is sufficiently 
dense, this restricted service has been successful, but 
where the population is scattered or there is little or 
no real reason for frequent intercommunication be- 
tween the points so served, it has been necessary for 
the managers to seek elsewhere for their profit and 
future growth. 

Personally I believe that many electric interurban 
lines have little or no right to exist in this restricted 
form. Most of them were built on common-carrier 
charters, yet they are operating as limited carriers. 
If they can do so profitably well and good, but if 
they cannot it is their own fault if they do not take 
advantage of the opportunities which are offered to 
them by the public they serve. In any case the 


Previces sere the interurban railway was con- 


failure profitably to utilize to their fullest capacity 
all existing railway facilities is an economic waste. 
I believe greater success could be had in practically 
every case if the electric interurban railway would 
become a common carrier in the broadest sense. It 
should operate on the same plan as a large depart- 
ment store—that is to say, it should sell the public 
any kind of goods (transportation) it desires to 
buy. 

An interurban railway should also fill a unique 
position in the field of common carriers. It should 
not exist simply as a parasite or a competitor of 
other means of transportation. It should begin by 
affording suburban and rural districts a form of 
street railway service both local and limited, and 
it should handle all classes of package freight. It 
should provide side tracks and belt lines for switch- 
ing service, and finally, it should assume its posi- 
tion as a commercial railroad. In other words, it 
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“Where track is laid on which freight cars 
might be run and no freight cars in fact are 
run, there is a loss both to the investor in 
the track and to the person desiring to use 
this track. 

“‘The more ways in which an electric road 
serves its public the more dependent the 
public becomes, and if this dependence is 
not betrayed, the right kind of public rela- 
tions is bound to exist.” 


—Cn.). Cass. 


should accept, on a profitable basis, the transpor- 
tation of any class of freight. Of course, this means 
interchange relations with trunk line railroads 
which, under the existing conditions, may be had if 
the electric line has any excuse for existence other 
than that of a strictly passenger carrying machine. 

To maintain a profitable relation with its public 
means not only to be on friendly terms with the 
public, but the electric line outside of densely settled 
territory must compel every dollar of its investment 
to work to its fullest capacity. Economic waste in 
anything is more or less apparent to the dullest of 
us, and it does not take a very keen mind to per- 
ceive that where track is laid on which freight cars 
might be run and no freight cars in fact are run, 
there is a loss both to the investor in the track 
and to the person desiring to use this track in the 
manner suggested. Farmer Jones, Grocer Smith, 
and Manufacturer Brown can all see this as well as 
anybody, and it is useless to explain to Jones, Smith 
or Brown that a curve at Podunk is too sharp for 
the use of freight cars because they know that the 
company could give a longer radius to the curve, if 
necessary, by moving the track. 

When one attempts to use friendship as a means 
of reaching the public’s pocketbook he is treading 
on unreliable ground. On the other hand, when one 
establishes his reliability as a carrier and meets 
every transportation need of his patrons, his service 
is looked upon as a necessity rather than as a 
luxury. The more classes of service the electric road 
can offer the more will its public accept these serv- 
ices as a matter of habit. In fact, I believe that each 
class of traffic will increase as a result of this broad 
policy, not because the shipper is a friend of the 
road but because he must have the service and is 
satisfied with the electric. When he or his em- 
ployee travel or have anything to ship, force of habit 
subconsciously enters as much as any other one 
thing in placing the business. 

According to my way of thinking the proper re- 
lation between the public and an interurban road 
should not only be a friendly one, but in its diversi- 
fied transportation services reliability should be so 
established as to make it an absolute necessity. If 
such relations are established on a profitable basis, 
friendly relations must exist. No patron quibbles 
with his department store when it charges a slight 
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increase in price for a service over its neighbor, if 
he has positive assurance that the quality of the 
service rendered is better. Moreover, no set rule 
may be recommended to define the way to reach this 
enviable position. Eternal alertness in regard to 
the present and future possibilities of any class of 
transportation is about the only recommendation one 
can offer. This is exemplified in the beginning of 
an electric road. Evidently various modes of inter- 
communication between points furnished the idea 
for the establishment of a street railway as well as 
an interurban line. Once established the latter was 
forced to accept a package freight business, and if 
the manager was alive to his position he could see 
the possibilities of profitably relieving the teams of 
the duty of transporting freight between near ter- 
minals. 

Following the establishment of a bulk freight 
haulage, facilities to accommodate the public be- 
come a necessity. Unless these facilities are ade- 
quately provided at convenient points, the shipper 
is sure to give his business to the road more favor- 
ably situated. The public is patient but heartless, 
when it comes to its pocketbook. It will give its 
friends an opportunity to make good, but if in the 
end the public finds it is at the expense of its own 
business, the friend is sure to lose its confidence. 
Reliability and necessity must go hand in hand to 
produce success, and the more ways one can serve 
his shipper the better. 

In providing station facilities it is necessary to 
consider future possibilities and not allow local con- 
siderations to force their establishment in a loca- 
tion which would be unfavorable to their future 
growth. To transfer a terminal once established 
means inconvenience to the public and may mean a 
loss of business, especially when it is necessary to 
move to a new location not so easily accessible as 
the old. Too much importance cannot be attached 
to the advantage of having an established place of 
business. : 

Liberal contracts for industrial tracks and even 
the provision of sites for industries will redound to 
the future welfare of any freight-carrying line. A 
freight belt line around cities served by several 
trunk line roads and not by one common line of 
transportation offers an excellent opportunity for 
increased freight business. Once industries are es- 
tablished on a belt line it becomes a necessity in 
place of a convenience. Service is what the public 
is constantly looking for, and it is most certainly 
going to deal with the company that will furnish it. 

As a rule, electric lines hold an enviable position 
from a service standpoint. This is because the court 
of last resort, usually, is in charge of a manager who 
lives in the community his road serves. This in- 
sures quick action and at the same time enables the 
manager to give personal attention to getting new 
business and holding the old. In this connection, 
to insure a satisfied patron once you have obtained 
him, it should be a positive rule that the electric 
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line will be responsible for both the receipt and de- 
livery of freight. In other words, you may please a 
patron if you deliver his goods at the nearest cross- 
road, but even if he does relieve you of responsibility 
after it has been unloaded at the point he desig- 
nates, theft or damage to the shipment is sure to 
gain his ill-will. All receipts and delivery of freight 
should be made through agents and in this way the 
responsibility is fixed. Passenger traffic does not 
come under the foregoing category, but much better 
relations may be maintained if the passenger, too, 
is provided with a reasonable place to board and 
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alight, along with a simple form of shelter for use 
in inclement weather. 
An unlimited freight service is a valuable public- 


ity agent. One will be surprised upon investigation 


to find how few of the public know where any rail- 
road runs. If you furnish the public a freight serv- 
ice it must know, and frequently it is called upon to 
convey its knowledge to others. In other words, 
the more ways in which an electric road serves its 
public the more dependent the public becomes, and 
if this dependence is not betrayed the right kind of 
public relations is bound to exist. 


TRAMWAY FARES IN AMERICA AND EUROPE 


By LOUIS BELL 


Consulting Engineer, Boston 


on the street to understand is the apparent 

discrepancy in the tramway fares as he 
knows them at home and those which are persist- 
ently reported from abroad, particularly by the ir- 
repressible advocates of municipal ownership. He 
pays a nickel, to be sure, with more or less cheer- 
fulness for his ride home, but when he sees a long 
and specious article in his evening paper explaining 
that under the beneficent reign of municipal enter- 
prise in Europe the street car fare is 2 cents or 
thereabouts, at which price the enterprise is finan- 
cially successful, he inwardly protests and perhaps 
joins the throng of those who write to the papers 
about “grasping monopolies,” “street car barons” 
and such like familiar topics. Even the great 
army of Americans who go abroad do not generally 
look at the transportation facilities with an edu- 
cated eye and hence do not grasp the real inward- 
ness of the situation. 

Now the broad fact which discloses itself when 
one begins to study European conditions of trans- 
portation is that the costs on the whole run rather 
high. Railway fares average materially higher than 
here, taking the second-class car as the equivalent 
of our ordinary day coach, and the first-class car as 
a rather poor substitute for our familiar Pullman. 
When one comes to the tramway proposition the 
facts are much the same as with the railways, when 
the comparison is made on the basis of fare per mile. 

The three facts which stand out conspicuously to 
one who uses the foreign tramways with an eye to 
actual tramway practice are these. First, the gen- 
eral area of a European city, including those sub- 
urbs which are regularly associated with it as a part 
of the same social entity, is very much smaller than 
the American city of corresponding population. 
Take, for example, Berlin and Chicago, which are 
of approximately the same size. Or compare Munich 
and Boston, or smaller cities of similar character. 
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_the discrepancy would be very much greater. 


Not to indulge in dismal statistics, a little reflection 
convinces the observer at once that the American 
city is in working area very much the bigger. Its 
density of population is on the whole something like 
one-half that of its European equivalent. This is 
chiefly owing to the fact that, more even than the 
American, the Continental citizen is a dweller in 
apartments, the great suburbs filled with separate 
houses being much less usual in Europe than here. 
Suburs there are, and fine ones, in many Conti- 
nental cities, but they are on the whole less scat- 


“The number of miles of tramway required 
adequately to serve a given population, and 
consequently the investment in fixed plant, is 
very much less abroad than here, and the 
density of traffic taken through the whole 


day is very much greater. Therefore the ac- 
tual cost of hauling a passenger per mile is 
greatly reduced below American figures, 
quite apart from matters like difference in 


cost of labor.”’ 
—Louis Bell. 


tered and less distant than those in America. 
Therefore the average distances traveled by a citizen 
of a European city, whether on foot or by some 
vehicle, is a third or a half less, at least, than would 
be necessary here in a city of similar size. Some 
particular pairs of cities might be chosen in which 
The 
result is that the number of miles of tramway re- 
quired adequately to serve a given population, and 
consequently the investment in fixed plant, is very 
much less abroad than here, and the density of traf- 
fic taken through the whole day is very much 
greater. Therefore the actual cost of hauling a 
passenger per mile is greatly reduced below Amer- 
ican figures, quite apart from matters like differ- 
ence in cost of labor. 
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“Looked at in the sense of the broader civics, 
the single fare with a long available radius 
of country which can be reached for 5 cents 
meets conditions here better than would be 
possible by the European zone system with 
its apparently low rate of fare covering a lim- 
ited area within which comparatively few 
would from choice wish to live.” 

—Louis Beil. 


Now, second, let us see what the effect of these 
conditions is on the actual matter of service and 
fares. As to character of service, the ordinary 
European tramway car is less comfortable and less 
expensive than is usual here. Of course, exceptions 
should here be made with respect to some of the 
very fine foreign lines of the interurban class. Gen- 
erally, the distances are short, and so are the cars. 
A passenger may be supposed to grumble twice as 
much in riding 4 miles in an uncomfortable car as 
he would in riding 2 miles, and therefore the Con- 
tinental passenger puts up a less strenuous kick 
than would be the case here were the rolling stock 
similar. The writer still has a miasmatic memory 
of the discomforts of bumping along on the top of a 
wheezy compressed-air car in Paris, which must at 
times have reached the appalling speed of 6 m. p. h. 
With the advantage of short haul and the relatively 
cheap rolling stock, to say nothing of cheap labor, it 
is easy to see why fares could be lowered below 
American standards without much danger of losing 
money. 

But the European tramway man has a é still 
further string tied to the low-fare proposition. As 
is quite familiar to most Americans, the European 
tramways are worked on a zone system, on a basis 
which may roughly be taken as 2 cents per zone, 
more or less, according to the place and the currency 
of the country. One can therefore get a short ride 
cheaper than here, but a longer one brings the fare 
nearly up to the American standard, and a run to a 
point corresponding to the average American suburb 
brings the fare quite to or beyond our own standards 
in spite of the low figure for the very short haul. 
I cannot recall any Continental line on which one 
can, as is almost universally the case in American 
cities of any size, pick up a ride of 8 or 10 miles for 
a nickel or its humble equivalent. There may be a 
few such exceptional runs, but they correspond to 
the American instances in which one can with a 
judicious transfer or two ride 12 or 15 miles for 
the same modest sum. 

The ordinary condition on the foreign line is 
comparable with that on a certain insignificant in- 
terurban line with which the writer is acquainted 
where the fare for a distance of 7 miles is 25 cents, 
collected in 5-cent driblets at convenient crossroads 
along the way. Divide this, as it were, by two or 
three, and fancy going from the Battery to Central 
Park with 2 cents collected to Bleecker Street, two 
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more to Madison Square, and a third similar con- 
tribution to Forty-second Street, and you have 
something like the situation when you trundle along 
through the ordinary foreign city. The payments 
come in small contributions, but if you ride for 
any considerable distances they add up very success- 
fully. ; 

Moreover, the zone system has an exasperat- 
ing way of catching the short-haul traveler just be- 
fore he gets to his destination, in much the same 
way as on some of our own lines those who dwell 
only a short distance beyond the fatal corner where 
the next nickel is demanded find in that circum- 
stance a perennial cause for irritation. The zone 
system at first sight seems to be a perfectly fair 
one in proportioning the payment to the length of 
ride, and in a densely populated region it works out 
fairly well. In the loosely built up American city 
with tramway lines running into the distant sub- 
urbs, it would be extremely unpopular if tried again, 
as it was in the distant days of the “Blue trip slip” 
of which Mark Twain so feelingly sang. 

Finally, the weakest point in the European fare 
system is that it does not readily lend itself to the 
conditions of rapid growth which exist in our Amer- 
ican towns. To the writer’s mind this is the really 
fatal objection to the zone scheme, by which those 
who dwell in the periphery of the city pay higher 
fares than they would under American conditions. 
It is certainly for the advantage of a city starting, 
as it were, from the beginning in its growth, to be 
able to spread out unrestricted, to build up suburbs 
full of small homes instead of tenement districts, 
and to give breathing space outside for still further 
expansion. There is no doubt whatever that the 
American single-fare system very strongly aids in 
the establishment of better conditions of life for 
the working man. Indeed, as a matter of practice, 
the difference between a 5-cent fare limit and the 
regions beyond where another nickel is required is 
keenly felt by those to whom an extra dime a day 
is a very perceptible fraction of their earnings. 
Looked at therefore in the sense of the broader civ- 
ics, the single fare with a long available radius of 
country which can be reached for 5 cents meets con- 
ditions here better than would be possible by the 
Kuropean zone system with its apparently low rate 
of fare covering a limited area within which com- 
paratively few would from choice wish to live. 

In one marked respect the European tram- 
Ways give the traveler an apparent advantage. 
He is sure of a seat, such as it is, unless the car 
happens to be full, in which case he can cool his 
heels upon the sidewalk and wait for room. One 
must readily grant that standing in a street car is 
not altogether comfortable, but when he contem- 
plates the probable language of the average Ameri- 
can five o’clock crowd watching a procession of cars 
—and every one marked “Full’—he calls to mind 
that delightful old tale of “The Frozen Pirate,” 
and loves his country as it is. 
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THE ELECTRIC RAILWAY AND THE FARMER 


By JOHN R. GRAHAM 


President Bangor (Maine) Railway & Electric Company 


A \ HE extension of the electric railway into the 
rural districts has contributed in a greater 
degree to the advancement of farming in com- 

munities remote from markets than any other de- 
velopment of modern times. The electric railway 
has brought the markets to the farmer’s door, mak- 
ing it possible to load his produce on cars without 
leaving his premises and at the lowest possible ex- 
pense for handling and haulage. Butter, cream, 
milk and garden truck can be delivered fresh to the 
markets each morning within two hours by express 
service, enabling the farmer to compete successfully 
with the city gardener. In many cases small saw- 
mills have been built along the line with convenient 
loading facilities, permitting the farmer to manu- 
facture his lumber and market it where, previous to 
the coming of the electric railway, this lumber had 
little value. 

Secial conditions on the farm have been immensely 
improved as a result of the electric railway. The 
farmer’s family is no longer isolated from its 
neighbors and the city, and the problem of how to 
keep the children on the farm should no longer be 
a serious one in the communities thus served. 
Thanks to the electric railway, the farmer can enjoy 
the advantages of the city, the schools, churches and 
the theater, while his wife and daughter can take 
advantage of the bargain day sales in the city stores. 
With the electric railway has also come the electric 
light, and village streets once dark and gloomy after 
sunset are now brightly illuminated. Manual labor 
on the farm is being replaced with electrically oper- 
ated devices, and this wonderful development will 
result in bringing more people back to the farm. 

The electric railway is a genuine help to the 
farmer if its work is carried out along broad lines, 
without legal restrictions against encouraging the 
progress of the agriculturist. To aid in developing 
agriculture along its lines the Bangor Railway & 
Electric Company has established a demonstration 
farm of 120 acres on the line running from Bangor 
to Charlestown. This farm is under the supervi- 
sion of the University of Maine, to demonstrate the 
possibilities of intensive production of potatoes, 
corn, oats and other crops. A strict account is be- 
ing kept of the amounts of each crop raised and the 
phosphates used, along with the cost of labor and 
any other expenses associated with raising this 
produce. It is hoped to produce 400 bushels of pota- 
toes per acre when the farm is in full operation, 
compared with the usual 200 bushels which repre- 
sents the average output of the farmers in the State 
of Maine. 

In order to encourage the raising of potatoes in 
the Kenduskeag Valley, the Bangor Railway & Elec- 
tric Company in 1908 reduced the electric freight 
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rates one-half on carload lots of potatoes. In that 
year sixty-seven carloads were shipped. The busi- 
ness has increased greatly each year, and in 1913 
more than 600 carloads were shipped. During the 
present season it is anticipated that more than 750 
carloads will be handled by the line, representing an 
increase of more than 1100 per cent in six years, and 
on a line only 25 miles long, with a population of 
but 2500 people. The freight and express over this 
line totals more than 50 per cent of that handled 
on all the other electric railways in Maine. What 
has been done on this line can be duplicated else- 
where. The opportunities are attractive for the 
farmer in stock-raising, but to do this successfully 
there must be good fencing. The farms of Maine 
present a decided and unfavorable contrast to those 
of Canada in this particular. Stock raising will 
help to keep the young men on the farm, and besides 
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“Social conditions on the farm have been im- 
mensely improved as a result of the electric 
railway.” 
““As a device for taking up what may be 
called economic lost motion between the 
isk Saet the country, the electric railway 
* * * has no superior.” 

—John R. Graham. 


improving the fertility of the land it will stimulate 
additional traffic on the electric railways running 
through such communities. I would like to buy 500 
head of yearling Hereford cattle in the West and 
distribute them to farmers along the lines of the 
Bangor company, but at present we have no fences 
good enough to hold them. 

The prosperity of public utilities closely affects 
the communities served by them. Farmers some- 
times do not appreciate any more than other people 
the benefits of a centralized management of public 
utilities. These may be brought home to them in a 
practical and common-sense way, without undue 
self-praise. In 1902, for example, the various prop- 
erties centering at Bangor were five or six in num- 
ber. Their bonds were selling at about 50 per cent 
below par and their stocks were at the lowest ebb 
financially. None of these corporations paid divi- 
dends. All have now been consolidated into the 
Bangor Railway & Electric Company and are in a 
prosperous condition through economical and finan- 
cial operation under centralized management. 
Where the Maine savings banks and investors used 
to buy out-state securities, they are now gradually 
absorbing the stock of our public service corpora- 
tions. One of the trust companies in Bangor has 
sold securities to the amount of more than $3,000,- 
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000 to investors in our locality. There is a good 
demand for Maine public utility securities, and 
there are great possibilities in water-power develop- 
ment, which should be encouraged by low taxes and 
liberal laws. The different companies in which I 
am interested in Maine are to-day using more than 
30,000 hp hydroelectrically generated, whereas ten 
years ago there were only 3000 hp of hydroelectric 
development in these systems. All of this benefits 
the farmer as well as the city resident in our terri- 
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tory, and through broadened services, possible pro- 
duction of fertilizer by the utilization of atmos- 
pheric nitrogen, application of power from the rail- 
way and lighting transmission lines to farming ma- 
chinery, electric cooking and other developments, 
the outlook for the future is very attractive. Asa 
device for taking up what might be called economic 
lost motion between the city and the country, the 
electric railway managed along the lines above out- 
lined has no superior. 


WINNING THE CONFIDENCE OF THE PUBLIC 


By R. M. SEARLE 


Vice-President New York State Railways, Rochester Lines 


should be operated may seem somewhat 

strange. Indeed, one of the most compli- 
mentary remarks about our management that ever 
came to my notice had nothing at all to do with 
railroad operation, although it was made by a highly 
intelligent citizen of Rochester. This man had pur- 
chased a black lynx muff on Easter Sunday eve for 
his wife to carry the next day. About nine o’clock 
Saturday night he telephoned to the home of the 
vice-president of the railway that his wife had left 
the muff on the car. He asked whether it had been 
found, and if so, how it could be obtained in time 
for church the next morning. The man was told 
that he would be notified within a few minutes 
whether or not the muff had been turned in and 
how he could get it. As it happened, the conductor 
of the car had telephoned at the end of the line to 
the despatcher, saying that he had the muff. In 
consequence, the night inspector’s automobile was 
immediately despatched for the muff and within 
fifteen minutes the muff was in the owner’s hands. 
The point of this is that the owner’s husband tele- 
phoned immediately to the vice-president of the rail- 
way, and, in thanking him, said that that was the 
way to run a railroad. 

This citizen’s idea of railroading may have been 
vague, but his outlook naturally did not go beyond 
that which he could understand. Indeed, most of 
our troubles have been due to misunderstanding on 
the part of the public. My experience dictates that 
if the public is unfair it is so because it is kept in 
ignorance. Every day a representative of each of 
five newspapers visits our office. These men have 
the entrée unannounced to every officer’s room, may 
listen to all manner of conversation that is carried 
on at the time, and receive typewritten digests 
of anything of unusual interest that has happened 
during the day. Without fail, every day in the 
year, parts of reports that I receive are published 
as news. 

The railway business is an honest one—there is 


. T times the public’s idea of how a railway 


no reason for secrecy, and the better informed these 
able newspaper men are, the more they will appre- 
ciate the problem of operating the road to the sat- 
isfaction of the public, and the more their sym- 
pathies are with us in any unusual difficulties. I 
never yet have had a conference in our office from 
which I felt that there was any reason for exclud- 
ing anybody. To illustrate: frequently a railway 
manager has felt chagrined because some paper has 
said that he operated a rotten road, just as it is 
probably true that some morning he has taken up 
a paper in which there was no news and has said 
that it was a rotten paper. Does this same man- 
ager realize that the public is interested in every 
important feature of railway operation, in construc- 
tion or reconstruction, in passenger problems, in de- 
lays or accidents? Does he realize that everything 
in connection with his road, so far as the public 
is concerned, is news and that, if he does not zeal- 
ously contribute his portion of the news in which 
the public is interested, he cannot expect others to 
contribute news in which he himself is interested? 

I have frequently been asked by newspaper rep- 
resentatives if unjust criticisms do not “get my 
goat,” and I have said ‘‘No!” The criticism that 
“gets my goat” is the just one—the one that criti- 
cises the management about things that could have 
been and should have been prevented, or things that 
could have been avoided had one of the officers of 
the company taken time enough to make the matter 
plain to the newspaper men. 

The most dangerous thing that street railway 
corporations do to-day is to answer criticisms of 
passengers or others by correspondence. No man 
on earth can make a criticism by correspondence 
and tell the same story that is conveyed by the per- 
sonal mannerisms which appear to an investigator 
in personal contact with the complainant.. If a per- 
son complains by letter he should be interviewed by 
a representative of the company with authority to 
adjust the complaint, and after it is all cleaned up 
he should again be seen personally and have it made 
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plain to him that the rights which he has, and 
which the company is bound to respect, have been 
respected. The point in this is that after three or 
four letters have passed between a complainant and 
the company’s representative all the original com- 
plaint is lost track of, and it becomes a personal 
quarrel between the two, resulting in nothing more 
or less than a combat of literary “cussing.” 

I have frequently analyzed a condition where a 
man has complained of the treatment he has received 
from an officer of the company, and by run- 
ning it down I find that the complaint is about what 
has been said in a letter and not what he wrote 
about originally. If the men had met together, face 
to face, or over the lunch table, they would have 
thoroughly understood each others’ problems, and 
if a dispute had developed it would probably have 
been on the golf links. 

Another policy of our company is that any em- 
ployee can talk for publication if he tells the truth. 
If he is asked a question and does not know the 
answer he is encouraged to say that he will put the 
inquirer in touch with the man who does know the 
answer. 

We have found that much criticism and bitter 
feeling can be avoided if, during construction, signs 
are placed at crossovers reading, “Dangerous con- 
struction going on here, do not cross.” When this 
is done, the burden of thoughtlessness is placed 
upon the one who then attempts to cross. If tem- 
porary work is going on and the pavement is put 
back in a temporary manner, we put up signs read- 
ing, “This work is temporary. New pavement will 
be placed in position and street restored in original 
condition in September.” The object of this is to 
let the whole neighborhood know that the company 
has no idea of leaving the pavement permanently 
in a “sloppy” condition. So long as everyone does 
know it there is no neighborhood gossip or criticism 
derogatory to the company, no appeal to the alder- 
man, no rush to the engineer’s office, and no bitter 
newspaper articles that the company is trying to 
“slip one over” on the public. 

In a case that may be cited as an example, where 
a mile of new double track was being laid, a mass 
meeting was held at a citizen’s home to protest 
against the blowing of dust created by the cars into 
the houses during the hot weather when the win- 
dows and doors were open. It was suggested that 
a petition signed by all the residents on the street 
should be sent to the Board of Aldermen to compel 
the company to sprinkle the streets. However, the 
citizen in whose home this meeting was held, hav- 
ing a knowledge of the company’s attitude in these 
matters, stated publicly that if they would delegate 
him to see the general manager he was sure that 
the railroad would gladly eliminate the nuisance if 
the responsibility was up to it. He visited the rail- 
road office and was told that either the railroad or 
the contractor who was paving the street was re- 
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“I never yet have had a conference in our 
office from which I felt that there was any 
reason for excluding anybody.” 

“Any employee can talk for publication if 
he tells the truth.”’ 


“The public is simply an aggregate of indi- 


viduals. If the companies treat the public in 
the same way that one individual would 
treat another whose respect he wished to 
gain or keep, the difficulties of the public 
service corporations will largely disappear.” 

—R. M. Searle. 


event, the street railway would handle the matter 
and have the streets sprinkled until construction 
was completed. It was found later that the respon- 
sibility actually did rest on the street railway so 
that it continued to keep the street sprinkled and 
thus abated the nuisance. The result of this was 
that, subsequently, whenever the citizens had any 
criticism to make, the street railway management 
was called into conference and a most pleasant con- 
dition obtained during the entire reconstruction. 

As another illustration it might be said that there 
were two factions on the street, one wanting asphalt 
and the other creosoted wood-block. The latter was 
contracted for, and the asphalt faction formed vig- 
ilance c@mmittees to follow up the wood-block pave- 
ment. One night they made a discovery that much 
of the wood block was spaced from 34 in. to 1 in. 
apart, and the railroad management was notified 
that the citizens felt the contractor was putting 
something across on the railroad company’s job. 
Investigation showed that this work was done dur- 
ing the late afternoon and had not been permanently 
spaced for acceptance. Instead of either telling the 
committee that this was bad work, or else ignoring 
the complaint, the railroad management arranged 
a meeting with the committee, the contractor, the 
city inspector and the railroad officials during which 
it was made plain to all concerned that there was 
no intent on the part of the contractor to do any- 
thing but good work. This had the effect of stop- 
ping all criticism on construction in this street. 
The point here is that instead of making a “goat” 
of the contractor and putting it up to the city en- 
gineer to satisfy the asphalt-paving faction and the 
other citizens generally, the railroad management 
obtained all the credit for bringing them together. 
Everyone was left with a friendly feeling for each 
other, and the city engineer was relieved of a dis- 
agreeable job. 

During the course of reconstruction of track in 
the business center of our city in front of the 
Osborn Hotel a Knights Templar convention com- 
mittee from Toronto said that they would bring to 
this hotel two commanderies of 125 men each, pro- 
viding the street in front of the hotel was repaired 
so that they could form for parade. The manager 
of the hotel telephoned to the railway that he could 
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get this business on condition that the street was 
placed in good shape. He was promptly advised by 
the railroad management that the attitude of the 
railroad to the citizens of Rochester was in every 
way one of co-operation, that the railway wanted 
them to get all the business they could because the 
railway was commercially selfish and its success was 
dependent upon that of the hotel. The railway 
promised that if the construction was delayed so 
that the street could not be permanently repaired 
in front of the hotel, it would be planked over dur- 
ing the three days of the Knights Templar conven- 
tion, and stated that the proper course was, by all 
means, to sign up with the Toronto commanderies. 
As a matter of fact, it was found by the construc- 
tion department that it could have the job perma- 
nently closed on time without any additional ex- 
pense, showing that there is always a little more 
you can do if your liver is in order. 

An example of the direct value of possessing the 
confidence of the public was shown recently in the 
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application on our interurban line, the Rochester & 
Sodus Bay Railway, of an increase in fare. This 
line had been operating at a loss for some time, and 
it was imperative, if the company was to continue 
to give the service which the community demanded, 
that increased rates should be charged. The sub- 
ject was taken up with all the citizens within reach 
of the line, which is 40 miles long. The company 
placed the matter before them frankly and asked 
for their co-operation. This was given in practi- 
cally every case. A petition was submitted to the 
Public Service Commission and received its indorse- 
ment, and new rates went into effect. This example 
is cited because, in the opinion of the writer, the 
public is willing to grant anything that is fair when 
it understands the situation. The public is simply 
an aggregate of individuals. If the companies treat 
the public in the same way that one individual would 
treat another whose respect he wished to gain or 
keep, the difficulties of the public service corpora- 
tions will largely disappear. 


ASPECTS OF RUSH-HOUR SERVICE 


By E. C. FOSTER 


President Manchester (N. H.) Traction, Light & Power Company : 


A \ HE opinion that rush-hour traffic is handled 
at a large profit on the modern city street rail- 
way system is held by many otherwise well-in- 

formed persons. Accustomed as they are in daily 

affairs to the idea that the larger the gross volume 
of business the greater the profit upon the cost of 
handling it, such people fail to take proper account 
of the time element as a factor in economical trans- 
portation. Out of this mistaken view, which looks 
upon the rush-hour patronage of an electric railway 
as a veritable harvest of divisible net returns, have 


“The idea that rush-hour profits are relative- 
ly high is a fallacy which cannot too soon be 
brought home to active champions of cut- 
rate transportation and to commissions sit- 
ting upon petitions for such reductions.”’ 
—E. C. Foster. 


come demands for reduced rate service which are 
entirely unjustified by the conditions. 

In order to meet the traffic demands compressed 
by the public into the narrow limits of a few hours 
in the early morning or forenoon and the late after- 
noon, an operating company must meet vastly in- 
creased overhead expenses and heavy additional 
operating costs as compared with the outlay which 
would be required to handle a reasonably uniform 
amount of business distributed throughout the 


whole day. These extra heavy and temporarily sus- 
tained demands, picturesquely called “load peaks’ 
by engineers, are not only very difficult to surmount 
with a prompt and safe service, but they impose 
serious financial burdens upon the railway system. 
It is desirable that the trained railway man, who 
understands this situation thoroughly in his own 
mind, even if he does not take the trouble to put it 
into words, shall be prepared to make it equally 
clear to the public. By so doing he may more ef- 
fectively resist an invasion of his revenue in the 
form of popular agitation for cut-rate transporta- 
tion for certain classes of patrons in the rush-hour 
period. Fair-minded men are not likely to demand 
such concessions, once they realize their economic 
injustice to the company and to other classes of 
patrons enjoying no discrimination in fares or 
transfer privileges. 

During the rush-hour period on almost any repre- 
sentative street railway the traffic demands require 
the company to run upon its lines at least double, 
and sometimes three or four times, the number of 
cars required to serve the public at other parts of 
the day. Here is an investment in rolling stock 
which stands idle more than two-thirds of the time; 
it involves an additional outlay of real money for 
extra copper in feeders, poles and line fittings, gen- 
erating station capacity, shop facilities and carhouse 
space. There is no escape from the fixed charges 
which must be paid upon this extra equipment re- 
quired to move the traffic as best it may under the 
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trying conditions of the rush hours. These charges 
are not ordinarily apprehended by the public as it 
sees heavily loaded cars moving along the streets 
morning and night; they are not apparent to the 
casual passenger, but they are none the less real. 

On the operating side rush-hour business exacts 
a heavy toll. If a company could put a motorman 
and a conductor on each extra car and pay them at 
the regular rate for the exact time spent on the plat- 
form, the cost would obviously be much less than at 
present. It cannot do this, however, for American 
wages and standards of living require a certain 
minimum compensation which almost always calls 
for an outlay on the part of the company in exeess 
of the value of the rush-hour platform service per- 
formed, so that the per diem earnings of the em- 
ployee on the extra list shall attain a minimum 
above that which would be received for net platform 
labor on a very limited number of rush-hour trips. 
Therefore, although a company appears to be reap- 
ing a harvest from its crowded cars and is actually 
carrying more passengers per car-crew than in the 
normal hours of the day, it is obliged to meet a very 
much larger wage expense the day through than 
would be the case if its traffic were fairly uniform. 
It must also carry along a force competent to handle 
this short-lived peak business, although, during 
many hours, that force must be laid off from active 
service. 

Rush-hour travel probably does not seriously 
increase the so-called manufacturing cost of 
power production per kilowatt-hour if the generat- 
ing station is of a flexible design and of ample 
capacity for the service; but on many systems 
where it is necessary to start up an auxiliary steam 
plant to tide the company over the peaks, the unit 
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cost of power rises considerably and, on every sys- 
tem subjected to rush-hour peaks one may expect 
to find that the total power cost per unit of energy 
developed is greater, when fixed charges are con- 
sidered, than it would be if the company could run 
its cars fairly uniformly and without the inordinate 
demands for power which force the management to 
spend large sums on equipment capable of carrying 
the plant through the rush periods. 

Without elaborating further on the increasing 
costs due to rush-hour service, it is apparent that 
reduced rates at such a time tend to make condi- 
tions still harder to meet. Increased patronage of 
the extra and regular cars inevitably congests the 
tracks and slows down the schedules, necessitating 
the operation of a larger number of cars on the ends 
of lines, known on large systems as “‘set-backs,” 
the effect on small systems being to delay travel, 
with increased demands upon the power station and 
distributing system and less satisfactory service to 
patrons. Logically, if any reductions are to be made 
in fares they should be such as to encourage riding 
in the normal hours of the day, and efforts spent to 
develop this class of travel and to reduce the margin 
between mid-day and rush-hour service are most 
commendable, although the writer believes that a 
“one-pmice” system, with everybody on a par, should 
always be the policy of the city company. Surely 
the workingman is no more entitled to a reduced 
rate than is the working girl who travels an hour or 
two later, and the fairest plan is to treat everyone 
alike. The idea that rush-hour profits are relatively 
high is a fallacy which cannot too soon be brought 
home to active champions of cut-rate transportation 


-and to commissions sitting upon petitions for such 


reductions. 


ENGINEERS AND ACCOUNTANTS AS FACTORS 
IN SECURING BETTER PUBLIC RELATIONS 


By DUGALD C. JACKSON 


Professor of Electrical Engineering Massachusetts Institute of Technology 


tween the businesses of public service com- 

panies and the businesses with which the 
average citizen is familiar. These differences are 
fundamental, but unfamiliarity with them has not 
uncommonly given rise to misapprehension, antag- 
onism and criticism toward the public service com- 
panies by the general public even in places where 
the service rendered is good and of reasonable 
price. The average man has no natural measure 


ah HERE are certain important differences be- 


‘of comparison except that springing from his own 


experience, and he instinctively judges the business 
profits of a public service company by the ratios of 
profits to investments in the businesses with which 


he is familiar, whether these businesses are large or 
small. When informed that this experience is not 
borne out by the book accounts of a public service 
company, he may retreat to ‘the cover of a belief 
that the investment accounts shown in the books of 
the company in that case do not represent expen- 
ditures of cash and legitimate effort but are fic- 
titious. 

The fact that the interest on the investment in 
a public service property requires a much larger 
part of the total revenue than mercantile experi- 
ence might lead one to believe makes one very im- 
portant difference between the business of an elec- 
tric utility company and the ordinary businesses 
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“The average man may, as a matter of his 
own business experience, honestly believe 
that he is being unfairly treated by an elec- 
tric utility company when such may be far 
from the fact, and the only way to convince 
him and his associates, composing the pub- 
lic, of the truth in the matter is to present 
the facts in such a manner that the individu- 
als may measure them by means within the 
reasonable scope of their own experience.’’ 

—Dugald C. Jackson. 


with which citizens are familiar, and this difference 
is not now fully understood. Merchants, manufac- 
turers and other business men expect to turn over 
their capital at least once in every year, and it is 
not unusual in mercantile businesses to turn it over 
several times a year. This reduces the proportion 
with which the interest on investment enters the 
prices that must be charged to customers, because 
the annual interest is spread over sales aggregat- 
ing from one to many times the amount of the cap- 
ital invested. If the value of product made and 
sold by a manufacturer in a year is twice the 
amount of the invested capital, it is obvious that 
10 per cent profit earned on the product above all 
manufacturing costs and charges means 20 per 
cent profit on capital. 

On the other hand, while, broadly speaking, the 
economic laws under which the public service com- 
panies operate are the same as those applying to 
mercantile and manufacturing businesses, mest 
public service companies are situated under condi- 
tions quite the contrary in respect to ratio of in- 
vestment to the annual revenue from those that 
relate to the processes of general business and 
manufacturing. Instead of earning gross annual 
revenue equal to or exceeding the capital invest- 
ment, an electric railway company must ordinarily 
put out and expend a sum of money in establishing 
its plant and business which is not less than four 
or five times, and in some times as much as six or 
eight times, the gross annual revenue that it may 
expect to receive. This at once multiplies the pro- 
portion of the revenue which must go to the in- 
vestors in case a reasonable return is paid on the 
investment. For instance, if the annual gross 
revenue of an electric railway is one-fifth as large 
as the cash investment in the business, then 7 per 
cent on the investment amounts to as much as 35 
per cent of the revenue. It is obvious that the 
ratio is here exactly the contrary of that arising 
under the conditions which exist in most of the 
branches of business and manufacturing. 

This being the case, the average man may, as 
a matter of his own business experience, honestly 
believe that he is being unfairly treated by an 
electric utility company when such may be far from 
the fact, and the only way to convince him and his 
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associates, composing the public, of the truth in 
the matter is to present the facts in such a man- 
ner that the individuals may measure them by 
means within the reasonable scope of their own 
experience. It seems to me that the public in gen- 
eral holds the correct belief that the public service 
companies are under the same.economic laws as 
general business, and that this very belief, correct 
though it is, causes a break between the public and 
the companies which is due in large measure to the 
failure of the public to recognize that the electric 
utilities usually have, as already said, from $4 to 
$6 of actual money invested in property which is 
rooted to the earth, for every dollar per annum of 
gross receipts which goes into their treasuries from 
the public, and that this is equally true whether 
the utilities are owned by private corporations or 
by municipalities. Failing to recognize this con- 
dition, the public comes to the belief that it is be- 
ing treated to robbery when it observes that from 
one-fifth to one-third of the annual gross receipts 
are paid to the stockholders in dividends or as in- 
terest on borrowed money. 

It is to be observed that not only is the average 
citizen who comes in contact with the public utili- 
ties ignorant of the conditions above mentioned, 
but this is also true of the great part of the em- 
ployees of the utility companies. These employees, 
as a rule, are better acquainted with the business 
processes of their brothers or their brothers-in-law 
and their other acquaintances who are shopkeep- 
ers or connected with mercantile or manufacturing 
concerns than with the business processes of their 
employers; and it is their honestly founded belief, 
even though they may have a loyal regard for the 
honesty of the officers of the employer companies, 
that the business processes of such a company do 
not differ except in magnitude from the usual proc- 
esses of which they have knowledge through their 
shopkeeping relatives and acquaintances. The pub- 
lic seems to be fairly liberal in its views of what 
makes a reasonable return to enterprise and money 
which is invested in general business. A com- 
munity is ordinarily rather proud of a banker who 
has earned a competency or even become wealthy 
as the result of the success of his business, pro- 
vided he has been fair-minded and reasonable in 
his treatment of his customers. The same is emi- 
nently true of successful merchants. The public 
knows, however, that the merchant, and likewise 
the banker, makes on the average relatively small 
profit off of each dollar which passes annually 
through his hands, and the contrast between these 
lines of business which are well known to the pub- 
lic on account of its own participation therein and 
the conditions of investment which must be fol- 
lowed by the electric utilities occasion no little 
friction on account of the insufficient information 
of the public. 

Twenty years ago it was quite generally ac- 
cepted that the value of public service properties 
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could be estimated from the earning power afforded 
by rates for service which were founded on ex- 
pediency, and out of that circumstance arose con- 
ditions which increased the misunderstandings 
thus far described, but these misunderstandings 
ought to disappear as a consequence of the closer 
analysis of to-day, which argues that the receipts 
of public service companies should not be matters 
solely of expediency but should bear relation to 
cost of serving, including the return on the prop- 
erty required for giving the service as a part of 
the cost. 

It is usually not practicable in this relatively 
changing industry of the electric utilities to rely 
on the records and books of account of long-estab- 
lished companies to give itemized facts in regard 
to the extent and first cost of the plant. As a rule 
these data are not in sufficient detail to afford an 
adequate foundation for a determination of the 
original cost of the existing plant, which might 
set at rest some of the misunderstandings referred 
to. The older companies have not uncommonly 
gone through processes of evolution in bookkeep- 
ing contemporaneously with the evolution of their 
business, and earlier books commonly exhibit little 
more information than the extent of receipts and 
expenditures, with the latter perhaps divided be- 
tween operating and plant accounts, but with no 
reliable separation between the cost of new plant 
and of renewals. That is to say, the art of book- 
keeping itself, when viewed from the modern stand- 
point of a complete record of the company’s physi- 
cal as well as financial affairs, is of rather recent 
development. Also, many properties are the result 
of consolidation, sometimes accomplished through 
foreclosure sales, and the earlier records may be 
lost. It is, therefore, necessary to formulate prin- 
ciples which define the relations of the utility com- 
panies to the public, and adjust the relations by 
negotiations so as to establish right conditions. 
Limitations of space, however, do not admit of the 
complete presentation of such principles in this 
article. 

One of these principles must relate to certain 
special conditions, licenses or rights, which are 
conferred on a public service company, which in- 
clude the franchise to use the public streets for a 
particular service and in some instances to invoke 
the State’s right of eminent domain, and upon this 
franchise question has been founded much misap- 
prehension and error in the minds of the general 
public as well as the public utility managers, which 


has been increased by the utterances of some econ- 


omists. The misinformed and unthinking assume 
that the grant of a franchise to use the streets 
for tracks to guide cars, poles and wires to convey 
electric current for lighting, power or communi- 
cations, or pipes for water or gas is equivalent to 
the grant of a valuable concession to enable pri- 
vate parties to make extraordinary profits, but 
this is a misapprehension. The grant in most 
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“The misinformed and unthinking assume 
that the grant of a franchise to use the streets 
for tracks to guide cars, poles and wires to 
convey electric current for lighting, power 
or communications, or pipes for water or gas 
is equivalent to the grant of a valuable con- 
cession to enable private parties to make ex- 
traordinary profits, but this is a misappre- 
hension. The grant in most cases is intended 
as an authorization by the public for a 
utility company to perform in a particular 
way service for which the public has a need. 
The word ‘concession,’ in other words, is not 
a correct appellation.” 

—Dugald C. Jackson. 


cases is intended as an authorization by the pub- 
lic for a utility company to perform in a particular 
way service for which the public has a need. The 
word “concession,” in other words, is not a correct 
appellation. The grant is made by a corporation 
comprising all of the public concerned (i. e., a state 
or municipal corporation) to a corporation (i. e., 
an incorporated limited-liability company) com- 
prising*such part of the public as are willing and 
able to risk money in the enterprise. Such an au- 
thorization is nowadays usually of a nature anal- 
ogous to a license such as is given to various other 
kinds of business, with some added limitations, and 
it should be for the mutual advantage of the li- 
censee and the licensor. There are differences, 
however, between the business of a public utility 
company, like an electric railway, and the usual 
trading businesses, as I have already pointed out. 
Certain of these may be expressed by the fact that 
the capital required for the average trading busi- 
ness is usually small and within the reach of many 
individuals who may care to take up such busi- 
nesses. For this reason competition will be apt 
to arise in such businesses and will tend to bring 
the prices for the service to reasonable figures and 
the quality of the service to satisfactory character. 
The fact that this possibility that competition will 
take place under the conditions described also re- 
assures the public in respect to the reasonableness 
and desirableness of the treatment accorded. On 
the other hand, the capital required by a public 
service company is commonly large, and competi- 
tive ventures are not so likely to occur, nor is it 
so desirable to have them occur. 

These same differences may be expressed by the 
further fact that competition does not introduce 
any inconvenience in the relations between custo- 
mer and purveyor in ordinary business, nor is in- 
ordinately expensive duplication of capital caused 
by competition where the fixed capital is small, as 
in ordinary businesses. But inconvenience to the 
customers is often caused where general competi- 
tion of like public service companies occurs, as, for 
instance, when two street railways go into the same 
territory and do not give interchange transfers, 
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“It is of importance that engineering statis- 
tics be made more a part of the permanent 
records of the companies, and that the rec- 
ord keeping of the companies become a joint 
structure of accountants’ financial statistics 
and engineers’ physical and _ production 
statistics. This accomplished, the facts of 


legitimate electric railway investment and 

management are likely to fall out of their 

present sphere of public controversy.” 
—Dugald C. Jackson. 


and duplication of capital is likely to be large and 
economically indefensible in the case where such 
companies lay separate tracks on the same streets. 

Another principle should plainly assert that the 
bookkeeping for a public utility should scrupulously 
distinguish between capital expenditures and oper- 
ating expenditures (including ‘within the latter 
such expenditures for renewals of plant as are 
required to be made as the plant depreciates so that 
economical and good service may be maintained). 

It is obvious that, excepting the cost of exten- 
sions and enlargements proper to be provided for 
as additions to investments, the legitimate ex- 
penses of an electric railway company must ordi- 
narily be provided for out of the revenue obtained 
from the charges which are made for hauling pas- 
sengers and freight or performing associated serv- 
ices, and the rates should raise only enough reve- 
nue on the average to meet these expenses, pro- 
vided the word “expenses” is used comprehensively 
so as to include return on the investment. A rea- 
sonable amount of standing surplus of the nature 
of a reserve is needed as a reservoir to maintain 
a parity of conditions from year to year, and if 
this has been drawn upon it must be replenished 
as earnings warrant. The item called return on 
the investment is sometimes referred to as “inter- 
est” and sometimes as “interest and profit.’”’ In 
the latter phrasing, it may be understood that the 
interest referred to must be taken at current rates 
for well secured investments, and that any addi- 
tional return required to support the solvency of 
legitimate projects may be called the commercial 
or contingent profit which is necessary to attract 
people to invest money in a business with many 
risks of failure. The courts hold that a public 
utility must be allowed to earn a fair return on 
its investment provided this can be done with 
prices for service that are, commercially sneaking, 
reasonable to the consumers; but if the business 
cannot be made to pay returns to the stockholders 
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with such rates, then the loss is the stockholders’. 
This risk the stockholders must bear in addition 
to the risks always incident to commercial enter- 
prises which are embarked in a growing and chang- 
ing art. 

If the stability of the company’s properties and 
the rates by which the revenue is raised are to be 
put upon a rational basis to which the confidence 
of the public will be extended, there must be 
some better reason for the differences between the 
charges for service than only the judgment of com- 
pany officials, however able and experienced those 
officials may be. To improve upon this condition it 
is necessary to obtain intimate statistical records 
of the character of the service required to meet the 
needs of the customers, and, in a general way, of 
the plant investment required to provide that serv- 
ice, the effect of providing the service on the wear 
of plant, the expenses of operation associated with 
the service, and other like information that elec- 
tric utility companies have not generally been in 
the habit of gathering or recording. In those in- 
stances where the statistics have been gathered 
and recorded, it has as a rule been done by a sta- 
tistical department unassociated with the regu- 
lar accounting department. The inefficiency of this 
process seems manifest and leads to the suggestion 
that the plant statistics, the money statistics and 
the traffic statistics should be brought into associa- 
tion. 

Many utility companies have heretofore been 
satisfied to hold their accounting as a species of 
auditing, capable of showing what dividends the 
company can pay after leaving some surplus as the 
result of any year of operation, and they have 
failed to erect their accounting into a statistical 
structure which will show correctly the relations 
of their business to their property. and the profits 
which the business brings. But to bring about the 
needed confidence between the public and the com- 
panies without friction and shock, it is of impor- 
tance that engineering statistics be made more a 
part of the permanent records of the companies, 
and that the record keeping of the companies be- 
come a joint structure of accountants’ financial 
statistics and engineers’ physical and production 
statistics. This accomplished, the facts of legiti- 
mate electric railway investment and management 
are likely to fall out of their present sphere of 
public controversy. Public studies of the elements 
which are comprised in the cost of hauling pas- 
sengers, such as those now in progress at the Mas- 
sachusetts Institute of Technology, will tend to 
the same end. 
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Part Three 
PUBLIC RELATIONS—PUBLIC SERVICE REGULATION 


QUALIFICATIONS OF 


* A PUBLIC SERVICE 


COMMISSIONER 


By ALEXANDER C. HUMPHREYS 


President Stevens Institute of Technology 


HEN we pause to consider the tremendous 

\ \ authority given to, and hence the tremen- 

dous responsibility carried by, the mem- 
mers of our public service commissions, this ques- 
tion of qualifications is found to be one of vital 
importance to all the interests involved—which 
means the people as a whole. Public service com- 
missions are invested with a scope of authority 
which is not only out of harmony with the tradi- 
tions of our form of government but is in actual 
conflict therewith. According to our form of gov- 
ernment, no one man or body of men should have 
authority in the three functions of government— 
legislative, executive, and judicial. Reasonable and 
effective regulation of public utilities does not re- 
quire any such extreme measures. Until recently 
such a consolidation of authority would not have 
been even considered in this country. But this is 
the day of radical changes, made recklessly, in the 
face of the teachings of experience. 

In view, then, of the extraordinary power wielded 
by these men, and the fact that they are acting out- 
side of the traditions of our form of government, 
the chief qualification for membership in one of 
these commissions should be an intense, overmaster- 
ing desire and purpose to hold even the scales of 
justice. Furthermore, the commissioners should 
be men imbued in no ordinary degree with the sav- 
ing quality of common-sense coupled with selif- 
restraint. They should be so qualified tempera- 
mentally that they will hold fast to the fundamen- 
tals of truth. No matter what may be the other 
requirements in the line of specialization, the qual- 
ifications named should be found in each and every 
commissioner in these United States. This means 
the selection of men of unusual balance and 
strength of character. But a general compliance 
with these specifications can hardly be expected 
where “politics,” in the form of rewards for serv- 
ices rendered, plays such an important part in 
municipal, state, and national governments. 

It has been suggested repeatedly that to secure 
men of sufficient character and ability for these 
positions, liberal salaries should be paid. Undoubt- 
edly, the highest salaries as yet paid in the United 
States are none too high as compensation for the 
service required, and much higher salaries could be 
earned by the right men. But high salaries are by 
no means a cure-all. In fact, the higher the sal- 


aries the more determinedly and persistently will 
these positions be sought by party hacks, and the 
more highly prized will they be by the appointing 
powers as a means for paying political debts. Those 
of us who have had personal experience with the 
commissions know that many of the commissioners 
are over-paid, while, no doubt, there are a few who 
are inadequately compensated for the work they are 
doing. 

It must be borne in mind that these commission- 
ers have to pass judgment on many questions for 
which n@one man is qualified to render a final 
opinion. As most of the questions, or at least a 
large majority of them, have to do with industrial 
and engineering questions, place should be found 
on every board for at least one broadly-equipped 
engineer. It by no means follows, however, that 
because a man is an engineer he is qualified to sit 


“Notwithstanding the fact that many of the 
questions which our public service commis- 
sions are called upon to determine require for 
their solution the highest engineering training 


and experience, it is the exception when an 
engineer is appointd as a commissioner.” 
—Alexander C. Humphreys. 


on one of these boards. But the theoretical train- 
ing and practical experience of the engineering pro- 
fession should be fully represented. An engineer 
so chosen should have to the full the qualifications 
first named, and he should particularly have had ex- 
perience, not only in construction of engineering 
works but in the operation of industrial properties, 
preferably public service properties. In other 
words, he should be qualified as designer, construc- 
tor, and administrator of such properties. Also, 
he should have full command of the principles, at 
least, of accountancy, and should be a student of the 
subject of “depreciation,” so-called. Notwithstand- 
ing the fact that many of the questions which our 
public service commissions are called upon to de- 
termine require for their solution the highest engi- 
neering training and experience, it is the exception 
when an engineer is appointed as a commissioner. 
In this connection, I may well quote from an ad- 
dress delivered last spring before the American 
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“Our public service commissions should be 
composed of common-sense men, broadly 
trained, broad-minded, fair, and competent 
as investigators (an unusual qualification) ; 


and in each commission there should be men 
fully qualified in the theory and practice of 
the professions of engineering, law, business, 
finance and accountancy.” 

—Alexander C. Humphreys. 


Railway Engineering Association in Chicago by 
Judge C. A. Prouty, formerly chairman of the In- 
terstate Commerce Commission, and now director 
of valuation of railroads: 

“Tn the last fifteen years the price of every article 
of universal and general consumption, with one ex- 
ception, has advanced, and that exception is trans- 
portation by rail. If transportation by rail alone 
has not advanced it is because railway engineers, by 
providing a better way and a better machine to 
operate upon that way, have rendered it possible 
to make economies which have offset the increased 
cost of labor and of supplies. The United States 
is about to enter upon a work of very great conse- 
quence, and the railway engineers are identified with 
that work. The problem is not altogether an engi- 
neering problem. It smacks of economics and of 
law and of politics, but the business of ascertaining 
and collecting a great part of the information is 
peculiarly a task of the engineer’s, and I am not 
certain but the engineer may finally turn out to be 
the best qualified of all to consider the other prob- 
lems. 

“Now when I began this work, I was told that an 
engineer could measure and figure with accuracy, 
but that he was not competent to discuss the in- 
tricate problems presented by the valuation of our 
railroads, and that we must be very careful not to 
let him undertake to discuss them. I am fast com- 
ing to the conclusion that he may be better quali- 
fied than anybody else to discuss them. I have been 
a lawyer all my life and I believe that my profes- 
sion is the greatest of all professions, but I am 
obliged to admit, and I think I have said this before, 
that the training of a lawyer does not fit him for 
the discussion of questions of this kind. A lawyer 
by his training is a partisan. If you go back to 
the law school you will find that he is given a cer- 
tain thing to affirm, and it is his business to make 
out that case. In life he has one side of a contro- 
versy, and he must establish that his side is right. 

“The engineer is entirely different. He begins 
in school with mathematics. There is but one an- 
swer to a problem in mathematics. It may be hard 
work to find it, but there never can be two answers. 
When the engineer gets into life it is still his busi- 
ness to find the fact, and just according as he can 
find the fact and be certain of the fact, he grows. 
If an engineer designs a bridge, and that bridge 
falls, his reputation falls with it. He cannot call 
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in the undertaker and bury his blunder, as the 
doctor does. He can’t charge it to the stupidity of 
a court, as the lawyer does. He must assume the 
burden of it himself. So I say that the very train- 
ing of the engineer fits him for that precise kind 
of thinking which is essential in the working out 
of these new problems where absolute impartiality 
is necessary.” 

The business and financial interests should also 
be fully represented on these boards. It is com- 
ing more and more to be the practice for these 
commissions to control the financing of public-serv- 
ice corporations. It is ridiculous to suppose that 
a man who has studied finance only in the econom- 
ics department of a college or university is thereby 
qualified to act intelligently and fairly on great 
financial questions. If a man thus prepared has 
later had the necessary broad practical experience, 
then the college training may be of definite value. 

The profession of law should also be represented, 
but emphatically not to the extent at present found 
to be the case. In other words, the lawyer has 
his place on these commissions, and a most im- 
portant place; but it is distinctly a misfortune that 
the lawyer and the theoretical economist are, as at 
present, practically dominating this most impor- 
tant branch of our industrial life. The lawyer is no 
more qualified for a position on one of these boards 
because he is a lawyer than is the engineer because 
he is an engineer. A lawyer may be most compe- 
tent as an advocate, but he may be totally unfitted 
to act as legislator, administrator, and judge. As 
to the inexperienced college economist—words fail. 

The Minnesota rate case indicates that even the 
august United States Supreme Court might be im- 
proved by some of this non-legal leaven. To refer 
to one point only, the valuation of lands, which, ac- 
cording to the court, are to be inventoried at a “fair 
average market value of similar land in the vicinity, 
without additions by the use of multipliers or 
otherwise to cover hypothetical outlays.” These 
are hardly ‘“‘hypothetical” outlays, when the evidence 
is apparently indisputable that a Minnesota rail- 
road, recently built, paid from one and three-quar- 
ters to three times as much as the price of adjoin- 
ing lands. 

It has been argued that the engineer is not qual- 
ified to act as a commissioner by reason of his lack 
of broad experience. My answer has already been 
indicated. He is not qualified simply because he 
is a competent constructing, consulting, or adminis- 
trative engineer. He must have had the broad ex- 
perience suggested by the combination of these 
three branches. And there are many such to be 
found; although I confess it may be hard to find 
many willing to make the necessary sacrifices in- 
volved in the acceptance of one of these political 
positions. 

Again, it has been argued that the engineering 
profession might better be represented by member- 
ship on the staff and by competent outside special- 


(te 


IAI 


AMAA AL 


aT 


Sill 


HIUAUALUILLLALUTTTTTT 


=| 


Ail 


nnn nnn tn nnn 


PHILIP J. KEALY] 


ists, these last to be consulted as specific needs de- 
velop. The idea here is that no engineer can keep 
up with the details of all branches of engineering, 
and so it is better to depend upon many specialists, 
each in his particular field; and, further, that if an 
engineer of reputation is on the board, the tendency 
will be for the other members of the board, not 
engineers, to be dominated by the engineer mem- 
ber on all engineering questions. My answer to 
this is that I have stipulated for a broadly-trained 
engineer. Such a man, of judicial and open mind, 
will recognize: his limitations as to the details of 
specialization and will avail himself of the opin- 
ions of specialists; but he will, if he is the kind of 
engineer I have specified, be better qualified to pass 
judgment on the opinions of these specialists than 
could be a man of any other profession. In other 
words, he is qualified in the fundamentals of en- 
gineering science and practice. This argument 
against the engineer might just as logically be 
urged against the lawyer, for there are specializa- 
tions in the law as there are in engineering. 

To obtain in sufficient numbers such men as I 
have thus roughly described unquestionably will 
call for the exercise and development of patriotism. 
Men who, by preliminary training and, later, by 
sufficient practice in the school of experience, can 
meet the specifications I have outlined, can be found 
in ample numbers. But generally these men could 
not be drawn into public service, where the mone- 
tary compensations are limited and the tenure in 
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office is subject to the whims of distributors of 
patronage, and where those who listen to conscience 
and reason rather than to public clamor are not 
likely to be reappointed to office. This evil has al- 
ready deprived us of the services of men who were 
not properly qualified when appointed but who, 
through conscientious and hard work, had qualified 
themselves in some degree at least, an expensive 
system of education for the interests involved, and 
particularly wasteful when its one good feature is 
sacrificed to “politics” when the day comes for re- 
appointment. 

On the other hand, there will be found some mem- 
bers of the engineering profession, as of other pro- 
fessions, properly qualified, and blessed with en- 
thusiasm together with independent means or sim- 
ple wants and tastes, who will be willing to face all 
of these objections for the satisfaction of knowing 
that they are performing a public service. 

This very difficulty in obtaining men of the neves- 
sary chard@ter, ability, and training points to a 
very real objection to this bureaucratic form of gov- 
ernment and the need for readjustment along lines 
of greater simplicity and less power. 

To summarize: our public service commissions 
should be composed of common-sense men, broadly 
trained, broad-minded, fair, and competent as in- 
vestigators (an unusual qualification) ; and in each 
commission there should be men fully qualified in 
the theory and practice of the professions of engi- 
neering, law, business, finance, and accountancy. 


THE PARTNERSHIP PROVISIONS OF THE 
KANSAS CITY FRANCHISE 


By PHILIP J. KEALY 


Member of Board of Control Kansas City Railways Company 


ITHIN the past ten years a great change 

\ \ has come about in the attitude of the pub- 
lic toward the granting of franchise con- 

tracts to public utility companies. During the eight- 
ies and early nineties the country was carried away 
with the possibilities of electric traction, urban and 
interurban, and with the prospects of cheap electric 
light and power. The urban population had in- 
creased greatly, and the standard of living, at least 
as to conveniences, was raised. As a result, every 
encouragement was given to capital to invest readily 
and bring to the community, large or small, the 
electric car, electric light and power, gas and water, 
former luxuries which had become necessities. 
Franchises were to be had for the asking, and 
competition and duplication of plant were encour- 
aged. Furthermore, no referendum vote was re- 
quired, and the political standards differed mate- 
rially from those of to-day. Franchises were lim- 
ited in many states by constitutional provisions to 


a term varying from twenty to thirty years. These 
older grants have, therefore, either expired or are 
about to expire. Consequently, a readjustment of 
the relations between the public and the utilities 
has been made, or is under way, in many of the 
cities within recent years. 

The limited-term franchise, carrying no protec- 
tion for permanent investments, has not proved 
satisfactory. Abuses of many kinds existed, and 
public service has been largely for private gain. 
Municipal ownership has many advocates. There- 
fore, in the readjustment of the relations between 
the municipality and the company there are two 
methods by which the distrust and dissatisfaction 
which exists in the mind of the public, be it just 
or unjust, can be removed or pacified. These are, 
first, municipal ownership, and second, supervision 
by public authority over those features of the com- 
pany’s affairs directly affecting the public welfare 
or the city’s interest. 
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“The interests of the community and the 
private company furnishing public service to 
that community are identical and_ the 


interests of each can be best served by con- 
certed and mutual action.”’ 
—Philip J. Kealy. 


The passage of public service commission laws in 
many of the states has affected the second method 
in so far as mere supervision of many features of 
the company’s affairs are concerned, but the spirit 
of the day tends to confirm the assertions long be- 
fore made by public utility corporations that the in- 
terests of the community and the private company 
furnishing public service to that community are 
identical, and that the interests of each can be best 
served by concerted and mutual action. However, no 
public service commission law yet passed provides 
for a detailed participation in, or supervision of, the 
affairs of a private company, something essential 
in a partnership management. Therefore, where the 
city is interested in other than the mere standard 
of service furnished, a closer affiliation with and 
participation in the company’s business is necessary 
than that which most public service commissions 
can undertake under the laws which created them. 

The Chicago ordinances of 1907 were, perhaps, 
the first tangible expression of the idea of public 
participation in private management, and it is sig- 
nificant that an amendatory ordinance, passed a few 
months ago, increased the powers and broadened 
the scope of the activities of the Board of Super- 
vising Engineers. In the Cleveland settlement a 
somewhat different arrangement exists, but this is 
due to the fact that the city’s interest in this case 
is solely in good service at minimum rates, whereas 
in Chicago, in addition to securing good service at 
minimum rates, the municipality participates in the 
profits. 

In the preparation of the franchise granted in 
Kansas City, Mo., on July 7, 1914, the conditions 
hereinbefore discussed were duly considered, as 
were also the plans evalved in Chicago and Cleve- 
land. At about the same time, one of the local 
newspapers started a campaign for a “disinterested 
management of the traction company.” This doc- 
trine, however, met with little favor. It was 
charged that the company’s difficulties were due to 
financial mismanagement about ten years previous. 
It was further charged that the burden of this 
alleged mismanagement was borne largely by the 
community, since, because of the inability of the 
company to secure funds with which to make needed 
improvements, it was forced into a receivership 
and the extension and betterment of its lines was 
delayed. Of course, the investors in the property 
suffered, as no dividends were paid; and the public 
suffered also.. Inasmuch as the shareholders had a 
voice in the management of the company, while the 
public, which was likewise concerned, had not, 


those on the city’s side of the controversy, who 
were contending for the widest possible participa- 
tion by the city or its agents in the company’s af- 
fairs, had a very strong argument on their side. 

To meet this general situation there was devised 
a plan of city participation in the management 
which varied widely from any yet proposed in a 
franchise settlement, and as might have been ex- 
pected, the Kansas City contract, being the last 
franchise ordinance adopted in this country, is per- 
haps somewhat more radical in regard to partner- 
ship provisions than any of its predecessors. The 
new contract essentially places the two contracting 
parties in different relative positions than those re- 
sulting from either that in Chicago or in Cleveland. 

The essential features of the Kansas City ordi- 
nance, in brief, are as follows: In the first place 
the value of the property is fixed, and on the fixed 
value it is agreed that the company shall be entitled 
to a 6 per cent return, “if and when earned.” Of 
the total agreed value of $30,000,000 approximately 
$7,500,000, or 25 per cent, represents intangible 
elements of value. It is further agreed that before 
the company participates to any extent in the earn- 
ings over and above the fixed return of 6 per cent, 
all excess earnings shall be put back into the prop- 
erty until the $7,500,000 of intangible value shall 
have been made good with physical property, and 
without any increase in the capital account. When 
this has been accomplished, the company and the 
city are to divide the surplus earnings over and 
above the 6 per cent return in the proportion of $2 
to the city and $1 to the company. 

The city is to receive certificates of ownership 
for the intangible value made good out of earnings, 
and the contract also provides that if the city shall 
devote its portion of the surplus towards the pur- 
chase of the property, then when one-half of the 
capital value has been so paid down, the city shall 
assume the ownership of the entire system, sub- 
ject to a mortgage indebtedness of the other half. 

The contract further provides that the city may 
secure the property at any time upon giving sixty 
days notice and paying the agreed value. The city, 
therefore, is interested in the manner in which the 
company is financed, in the amount of capital addi- 
tions, and must necessarily watch all the operating 
expenses closely. 

That all these various interests of the city may be 
properly safeguarded, the contract contains the 
following general partnership provisions: 

1. The company is to be incorporated with 
eleven directors, five of whom are to be nominated 
by the city. 

2. Those features pertaining to the detailed 
operation of the road are to be handled by a board 
of control, consisting of two members, one appoint- 
ed by the company and one by the city, each of 
equal authority, and, in case of dispute, provision 
is made for the selection of an arbitrator. 

3. Whatever mortgages are placed upon the 
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property must be drawn up in a manner satisfac- 
tory to the city counselor and approved by him 
in writing. 

4. An independent audit of all books, vouchers 
and expenditures of the company shall be made an- 
nually by the city comptroller. 

The following paragraphs give additional details 
regarding the above provisions: 

1. The city directors are initially selected for 
a term varying from one to five years, and there- 
after one director is to be selected each year. In 
addition to the powers given the directors by law, 


the new contract grants many other rights or pow-, 


ers to them. For example, the city directors may 
reject any and all bids for material and work con- 
stituting capital additions, and they have the sole 
right to determine where track extensions to the 
system shall be made. They may also object in 
writing to the payment of excessive compensation 
to any employee, officer or agent of the company, 
excepting that of members of the board of control. 
Such objection is to be considered by the board of 
control. 

Through this representation on the board of di- 
rectors, the city is at all times cognizant of the fi- 
nancial affairs of the company and will, in addition, 
assist in its financing and reorganization. This 
form of city participation is, in many respects, an 
innovation and approaches as closely as is possible 
the ideal of public management of private prop- 
erty. 

2. The board of control, in brief, is charged with 
the following duties: 

a. To supervise and direct the routing, stopping 
and scheduling of cars, either in accordance with 
ordinances of the City Council or order of the Pub- 
lic Service Commission, if the latter should possess 
the final authority in the matter. 

b. To require sufficient cars to be operated at all 
times and approve type of these. 

c. To designate and approve the kind, character 
and amount of all construction and reconstruction 
equipment and re-equipment. ; 

d. To certify to the amounts of all capital ex- 
penditures. 

e. To determine the system to be used in keeping 
the company’s books and to supervise all disburse- 
ments. 

f. To regulate the issuance of transfers. 

g. To recommend a site for an interurban sta- 
tion and to determine in general the many features 
connected with the use of the city system by inter- 
urban roads. 

h. To regulate the carrying of mail and packages 
on the cars. : 

1. To determine the amount to be annually ex- 
pended or set aside for maintenance and renewals 
and for injuries and damages, it being provided 
that not less than 16 per cent shall be set aside for 
maintenance and renewals, and not less than 4 per 
cent for injuries and damages. 
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“While this franchise undoubtedly has faults, 
the sincere hope and expectations of all 
parties who have assisted either in its prep- 
aration or final adoption are that it will 
carry out the true purposes of a public serv- 
ice franchise, provide the best possible 


service at minimum rates, permit a fair 
return on the capital invested and insure 
public service - confidence by making the 
public, through its delegated authority, share 
the responsibility.” 


—Philip J. Kealy. 


j. To see that the property is at all times insured 
to its full insurable value. 

k. To fix the terms under which surplus power 
shall be sold. 

l. To dispose of any property which is, or may 
become, in,their opinion, unnecessary for the com- 
pany’s business. 

Thus it will be seen that the board of control has 
supervision and initiatory power over every phase 
of the operation of the system, and on this board 
the city has equal representation and rights. 

3. The provision that all mortgages covering the 
property are to be satisfactory to the city counselor 
and approved by him in writing is another innova- 
tion. Whether this will prove to be a point of 
strength in the partnership relations only experi- 
ence will show, but in theory, certainly, it is cor- 
rect, for the city, being interested equally with the 
company, in every phase of the latter’s business, 
should necessarily have a voice in deciding what 
sort of a lien should cover the equities owned by it. 

4, The independent audit, which is to be made 
annually under the direction of the city comptroller, 
is a provision which is copied from the Chicago 
ordinance. Whether or not this is necessary is an 
open question, as the local contract places the mem- 
bers of the board of control who will supervise the 
company’s expenditures in a somewhat different po- 
sition from that of the Board of Supervising Engi- 
neers in Chicago. There, the chairman of the 
board, who is the arbitrator, is named in the ordi- 
nance and represents neither the city nor the com- 
pany, but stands for the best interests of both. He 
can be removed only by a majority vote of the 
judges of the Appellate Court of Cook County. In 
Kansas City, however, the board of control consists 
of two members. The city’s member can be re- 
moved by a majority of the city’s directors and the 
Mayor. The arbitrator, however, is to be selected 
by the judges of Kansas City Court of Appeals. 

In accounting matters upon which the board of 
control may disagree, and which therefore, go to 
arbitration, the company is at a disadvantage in 
that a public body selects the arbitrator to decide 
the question at issue. Therefore, the necessity for 
the independent audit is questionable. 

Numerous additional partnership ideas are in- 
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cluded in the Kansas City contract. It is further 
provided that in the contemplated reorganization 
all of the stock of the new company formed to take 
over the present Metropolitan system is te be de- 
posited in the hands of Judge Hook of the United 
States Circuit Court, and the equities are to be dis- 
tributed by him. This insures a fair division and 
makes certain that each stockholder will receive 
that to which he is entitled in the final plan. 

From the above it will be evident that virtually 
every partnership idea which has yet been incorpo- 
rated in a public utility contract is found in the 
new Kansas City franchise. In addition, many in- 
novations, some of which have been discussed by 


men prominent in public utility affairs, and others 
which are original, are likewise embodied. 

The best interests of both parties make necessary 
a strict compliance with the contract. No human 
document is perfect, and while this franchise un- 
doubtedly has faults, the sincere hope and expecta- 
tion of all parties who have assisted either in its 
preparation or final adoption are that it will carry 
out the true purposes of a public service franchise, 
provide the best possible service at minimum rates, 
permit a fair return on the capital invested and in- 
sure public confidence by making the public, 
through its delegated authority, share the respon- 
sibility. 


LOCAL VERSUS STATE REGULATION 


By RICHARD McCULLOCH 


Vice-President United Railways, St. Louis 


Y HEN in 1907 the states of New York and 
Wisconsin passed laws turning over the 
regulation of their public utilities to state 

commissions and gave these state commissions the 
widest powers, it was supposed by economists, re- 
formers and lawmakers that a new era had dawned 
in the matter of regulation of public utilities and 
that these commissions would proceed immediately 
to solve all of the problems connected with the 
financing, management and operation of public util- 
ities. Most of the other states followed the lead of 
New York and Wisconsin, and nearly all of them 
now have public utility commissions possessing 
more or less absolute powers. 

Now, after state public service regulation has 
been in vogue for only seven years in two states, 
and for shorter periods in others, there has arisen 
in certain quarters a new demand to take these 
regulatory powers away from the states and to 
place them in the hands of municipalities. 

It would be interesting to analyze this demand 
and to determine the reason for the sudden change 
of opinion. Several articles published in the May, 
1914, number of the Annals of the American Acad- 
emy of Political and Social Science discuss this mat- 
ter from the standpoint of local regulation. The 
following extract is taken from a paper by Delos F. 
Wilcox on the “Effects of State Regulation Upon 
the Municipal Ownership Movement.” 

“Generally speaking, * * * the popular pres- 
tige of public service commissions is waning. The 
people are disappointed in the results obtained for 
the money spent, and a great many are coming to 
fear that the commissions as organs of government 
are primarily organs of the public utility interests 
to protect themselves from the mosquito bites of 
rampant democracy. At the same time there is a 
noticeable revival in the movement for municipal 


ownership and a strengthening of local resistance to 
the practical abrogation of municipal home rule as 
it relates to public utilities.” 

One of the allegations repeatedly made by the ad- 
vocates of local regulation is that, while at first 
state regulation was fought by the public utility 
companies, it is now being urged by them, and that 
the recent passage of public utility laws in some of 
the states has been inspired by public utility inter- 
ests. 

Examining the recent literature on the subject 
the arguments against state public utility regula- 
tion and in favor of local regulation are about as 
follows: 

1. With few exceptions men occupying positions 
on state commissions have had no qualification for 
this work, but have been appointed for political rea- 
sons. : 

2. State regulation has not given the people the 
benefit of as favorable rates nor as good service as 
many cities, with home-rule powers, have secured 
for themselves. 

3. In the valuation field, both for rate making and 
purchase, the state commissions have shown a 
strong leaning toward the interests of the utility 
companies. 

4. An analysis of the cases passed upon by one of 
the most important commissions shows a_ very 
small percentage of cases in which municipalities 
have received relief. 

5. The commissions move with extreme delibera- 
tion, and their orders have frequently been nullified 
by appeals to the courts by the utilities. 

6. The commissions are developing a growing 
disposition to write legislation and thus control the 
action of state legislatures in the public utility field. 

7. The commissions interfere with the manage- 
ment of municipally owned plants. 
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These allegations may be answered as follows: 

1. If it has been difficult to find men qualified to 
occupy positions on state commissions, how much 
more difficult would it be to find suitable men for 
municipal commissions where ward politics and local 
prejudice have much to do with appointments? As 
a matter of fact, the appointments on state commis- 
sions have been much above the average, and these 
commissions, after several years of work, have col- 
lected statistics and have trained experts who are 
invaluable to them in their present work. Would 
municipal commissions do as well? 

2. Where municipalities have made better bar- 
gains with their public utilities than could have been 
exacted through regulation, it means merely that 
these bargains have been driven by the municipal- 
ities by cut-throat methods of which they need not 
be proud. The present condition of the franchise 
negotiation in Toledo is a shining example of this 
method of bargaining. 

3. In the valuation field no fair-minded man has 
ever accused a state commission of showing par- 
tiality toward the interests of the public utility 
companies. On the contrary, few valuations have 
been made by state commissions where the utility 
has received credit for all to which it was entitled. 

4. If an analysis of cases passed upon by a well- 
known commission shows a small percentage of cases 
in which municipalities were afforded relief, it in- 
dicates merely what every operator knows, that a 
large percentage of complaints brought before com- 
missions are of a trivial nature or not founded upon 
facts. 

5. If the commissions have moved with delibera- 
tion, they have done so to preserve a judicial atti- 
tude, and if their orders have frequently been nulli- 
fied by appeal to the courts, the same might be said 
with greater force of the orders of a municipal com- 
mission. 

6. If the commissions are developing a disposi- 
tion to write legislation, we are at least sure that 
this legislation is written by experts. Can the same 
be said of legislation on public utility matters pro- 
posed by the average lawmaker? 

7. If the commissions have interfered with the 
management of municipally owned plants, it is prob- 
able that these plants are woefully in need of some 
sort of intelligent interference and relief from gov- 
ernment through municipal politics. 

Considering. these charges as a whole, it would 
seem that the chief cause of complaint against state 
commissions is that they have not adopted a suffi- 
ciently militant policy and have not made the drastic 
rulings against public utility companies which were 
expected of them by those instrumental in the pas- 
sage of the original public utility regulation acts. 

The men appointed to membership on state com- 
missions have, as a rule, been men of ability and 
character, and if, as alleged, they have at first 
lacked experience in public utility matters, the com- 
missions in most of the states have now been work- 
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“Regulation is of value in proportion to its 
fairness and _ impartiality. Commissions, 
whose members are not personally con- 
cerned with local matters, will give better 
decisions than those whose members are so 
involved. The farther removed the com- 
mission is from the seat of contention the 
more judicial will be its attitude. On this 
account state regulation is better than munic- 
ipal regulation, and federal regulation would 
be better still.’’ 


—Richard McCulloch. 


ing long enough to acquire experience, to assemble 
a technical staff and to collect valuable statistics. 
This period of incubation has been a trying one for 
the utilities, but now that the state commissions 
have been well organized it would be unfortunate 
if the wholesprocess had to be gone over again with 
municipal commissions. 

Few of our important public utilities are con- 
fined to one municipality. They are interurban and 
often interstate in their ramifications. Regulation 
of such utilities operating in many municipalities 
by independent municipal commissions would be a 
clumsy, if not an impracticable, expedient. It 
would work great hardship on the utilities, and 
there appears to be no advantage to the public in 
such a diversified regulation. 

It has been the universal experience with munici- 
pal commissions that in order to keep themselves 
busy they take up the most petty and trivial mat- 
ters and endeavor to constitute themselves man- 
agers and directors instead of maintaining a judi- 
cial attitude. 

Under the theory of public service regulation the 
commission occupies a neutral attitude as between 
the public and the public service companies. They 
see that the companies fulfil all their obligations, 
but, on the other hand, they protect the utilities 
against useless duplication and against unfair de- 
mands on the part of the public. In order to per- 
form these duties, the commissions must weigh the 
evidence on both sides, and they must hand down 
their decisions after taking into account the rights 
and the obligations of each party. 

It is often stated that the utilities have the right 
of .appeal to the courts, but public utility companies 
must rely upon proving their cases before the com- 
missions, because, although the acts of the commis- 
sions are subject to court review, the utility which 
appeals to the court is put in the unfortunate atti- 
tude of fighting the State. This attitude of waging 
war on the community is always made the most of 
by the enemies of the utility. 

Regulation is of value in proportion to its fair- 
ness and impartiality. Commissions, whose mem- 
bers are not personally concerned with local mat- 
ters, will give better decisions than those whose 
members are so involved. The farther removed the 
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‘“‘When state commissions have pointed out 
to municipalities the defects in construction 
or operation of their utilities or their unfair- 


ness toward their customers, this advice has 
seldom been graciously received.”’ 
—Richard McCulloch. 


commission is from the seat of contention, the more 
judicial will be its attitude. On this account state 
regulation is better than municipal regulation, and 
federal regulation would be better still. 

In the city of St. Louis we are perhaps well quali- 
fied to judge as to the relative values of local and 
state regulation, having had for several years a 
municipal commission which has now been replaced 
with a state commission. -The municipal commis- 
sion was composed of a lawyer, an insurance man 
and a city official, who became chief engineer of the 
commission. None of these gentlemen had had pre- 
vious experience in the construction, operation, val- 
uation, financing or investigation of public utilities. 

They fearlessly proceeded, however, with an ex- 
amination and valuation of all the utilities, and 
made recommendations in the most vital matters of 
operation and finance with the utmost sang froid. 
They recommended that the lighting company be al- 
lowed to earn 8 per cent on the appraised value of 
its investment, but limited the railways company, 
conducting a business of much greater hazard, to an 
earning rate of 6'per cent. Asa result of their val- 
uation and investigation they recommended the 
enactment of a municipal ordinance requiring the 
railways company to furnish at all times of the day 
one car for each fifty passengers, which was really 
a requirement for a seat for every passenger at all 
hours of the day. If the commission had allowed 
the railways company the same rate of earnings as 
it had already established in the case of the electric 
lighting company, no demand for increase in service 
could have been justified. Fortunately the pro- 
posed legislation to put this recommendation into 
effect was not passed, and the efforts of the muni- 
cipal commission were partially recognized by its re- 
placement by a state commission before it had an 
opportunity to make any more recommendations. 
When its demand for a seat for every passenger 
was answered by the argument that this had been 
accomplished in no other American city and had 
been required by no other commission, it replied 
that this made no difference, and that St. Louis 
should be the first to put this millennium into effect. 

A municipal commission is too close to the seat 
of contention, too apt to be swayed by prejudice, 
local influence or newspaper attacks, too ready to 
respond to the passing whims of half-baked reform- 
ers and demagogues, to take that broad judicial view 
of matters presented to it which is necessary in 
erder to render a fair decision on the important 
business matters brought before it. 

An interesting feature of state regulation is the 
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fact that in many of the states the commissions 
have regulatory powers, not only over privately 
owned utilities but over those owned and operated 
by the municipalities. When state commissions 
have pointed out to municipalities the defects in 
construction or operation of their utilities or their 
unfairness toward their customers, this advice has 
seldom been graciously received. 

An interesting incident in connection with the 
Missouri state commission has recently occurred. 
Upon complaint of citizens of St. Louis County, the 
state commission investigated the conduct of the 
St. Louis County Water Company, a privately owned 
concern. After investigation, the commission 
ordered the company to perform certain duties, 
which were, among others, to furnish water meters 
free of charge, refund money to customers who had 
paid for their meters, pay interest upon deposits, 
etc. The finding of the commission was received 
with great satisfaction by the newspapers and the 
public. When, however, the commission notified the 
municipally owned water department of the city of 
St. Louis that it must obey the same rules laid down 
for the county water company, there was great up- 
roar from the newspapers and the politicians. The 
following editorial from the St. Louis Star, under 
the caption, “Grabbing the Water Works,” shows 
the attitude of the newspapers toward state regula- 
tion of municipally owned utilities: 

“The State Public Service Commission has issued 
a number of orders concerning rates, management 
and regulation of water works, which will, if en- 
forced, cause a raise in water rates as well as the 
loss of several hundred thousand dollars a year to 
the city of St. Louis. The orders were made by the 
commission to apply to public utilities owned by cor- 
porations in all parts of the State, but the commis- 
sion included St. Louis among the cities to come 
under the new regulations. 

“The new rates apply to water, gas and electric 
power. One of the rules would compel the city to 
buy all water meters now privately owned, which 
number more than 3000. Another regulation would 
compel the city to pay 6 per cent upon all deposits to 
secure the water bills. This alone would add $50,- 
000 to the cost of operating the water department. 
At present the city requires water consumers to de- 
posit money sufficient to pay the estimated amount 
used for six months. To pay interest on this and 
to buy the privately owned meters would mean a 
huge increase in the water rates, merely to gratify 
the whim of a politically appointed board.” 

We might cite the homely adage, ““What is sauce 
for the goose is sauce for the gander,” but it is evi- 
dent that this sauce is not to be applied without 
hysterical squawking on the part of the gander. 
Meanwhile, we well-plucked geese will extend our 
sympathies to the outraged gander, welcome him to 
our well-regulated circle and assure him that he 
might as well get used to the sauce and pretend that 
he likes it. 
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CO-OPERATION IN TRANSIT CONTRACTS 


By 


TIMOTHY 8. WILLIAMS 


President Brooklyn Rapid Transit Company 


HILE smaller municipalities are scrapping 

\ \ with public service corporations in a spirit 

of vindictiveness and oppression which 
bodes no good to either party in the combat, it is 
encouraging to note that the largest cities of our 
country have committed themselves in their im- 
portant transit undertakings to the more reason- 
able attitude of co-operation. 

Chicago, New York, Philadelphia and Boston, to- 
gether with some smaller cities, have, in varying 
degrees, as expressed in comparatively recent ordi- 
nances and contracts, apparently come to appreciate 
the unescapable truth that under existing condi- 
tions enlightened municipal self-interest demands 
co-operative effort with their carrying corporations 
—not retaliation, blackmail, punishment or oppres- 
sion. 

There never should have been any other concep- 
tion of public attitude and duty. Where, as in 
urban transportation, municipal privilege is a nec- 
essary preliminary to the furnishing of adequate 
facilities by others than the municipality itself, 
the grant of such privileges was not properly the 
opportunity for personal graft or of unreasonable 
official exaction. It was the opportunity for wise 
public service, the procuring for the people of the 
best transit at the least cost and under reasonable 
safeguards, accompanied by a frank recognition of 
the justice and wisdom of ample returns upon pri- 
vate investment. For only as the commodity, trans- 
portation, thus purchased yields a profitable return 
to the producers can its quality be long satisfactory 
to the buyers. 

This in its full scope could not have been foreseen 
in the early days of franchise grants, when street 
railroad transportation was in its infant and ex- 
perimental stage, but later, when its influence on 
municipal development was manifest, and when the 
conditions which permitted profit or loss were more 
readily calculable, a wise appreciation of the ad- 
vantage to the cities of businesslike co-operation 
with the carriers would have avoided much waste- 
ful duplication of capital, would have made the de- 
velopment of city transit more uniform and in- 
telligent, would have given the city governments a 
firmer and more practical control of service, and 
would have prevented many of the evils and scan- 
dals which have characterized a shorter-sighted 
policy. Instead of public interest, the personal or 
political interests of officeholders too often domi- 
nated the grant of franchises, city governments 
were too frequently the facile instruments of 
blackmail, grants were often made without neces- 
sity or reason, and the greed and official disloyalty 
of officeholders was reflected in the indifference of 
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franchise-holders toward the obligations of their 
contracts. 

When, out of conditions for which the people and 
their official servants were primarily responsible, 
the evils became unendurable, the pendulum swung 
in the opposite direction, the franchise-holder be- 
came the target of official attack of every kind, and 
no new or renewal franchises were forthcoming ex- 
cept upon conditions which prohibited or discour- 
aged honest investment. And this opposite swing 
of the pendulum unfortunately reflects the situ- 
ation very largely in our cities to-day. Bur- 
densome an@arestrictive legislation or official orders 
are increasing the expense of service, crippling the 
ability to improve facilities or to add to them, and 
even when the disposition and the capital exist for 
enlargement of facilities, the city governments too 
often prohibit them by insistence upon terms and 
conditions which are not merely unreasonable but 
impossible of wise acceptance. It seems to be only 
the intensity of suffering and the consciousness of 
helplessness otherwise which finally bring the com- 
munity and its officials out of the close atmosphere 
of recrimination and suspicion and into the broader 
and more wholesome atmosphere of co-operation. 

The example set by the big cities therefore in 
the movement toward co-operation with traction 
corporations for the improvement of transit con- 
ditions marks the beginning of a new era in the 
handling of these matters. What are the charac- 
teristics of this co-operative effort and how will it 
work out? 

In each of these important cities the particular 
conditions leading to new contractual transit rela- 
tions were different, in each the purposes sought 
were worked out in different ways, in each the 
extent and character of municipal co-operation 
differed, but it may be said of the new contracts 
compositely that they: 

Recognize the necessity of utilizing existing 
transportation facilities as the basis for a larger 
and better system; 

Respect the private rights of property, both in- 
tangible and tangible; 

Reserve to the city a large measure of control 
over service, equipment and operations; 

Make provision for the extension of lines and 
the construction of new lines; 

Require a strict system of accounting and an 
official audit; 

Reduce the rate of fare either actually or by ex- 
tension of haul or interchange of transfers; 

Provide for immediate or eventual municipal 
ownership, in whole or in part, without commitment 
to municipal operation; 
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“Burdensome and restrictive legislation or 
official orders are increasing the expense of 
service, crippling the ability to improve 
facilities or to add to them, and even when 
the disposition and the capital exist for en- 
largement of facilities, the city governments 
too often prohibit them by insistence upon 
terms and conditions which are not merely 
unreasonable but impossible of wise accep- 
tance.” 


—Timothy S. Williams. 


Assure by contractual terms, if not by direct 
guarantee, a preferential return on private invest- 
ment; 

Make necessary the establishment of reserve ac- 
counts and provide for the amortization of capital; 

When reserving to the city the right to terminate 
the contract, or to take over property at expiration 
or prior termination, establish safeguards for de- 
termination of and payment of compensation; 

Require a generous division of earnings with the 
municipality ; 

Enlist the endeavors of operators by the allow- 
ance of fair terms, the protection of honest invest- 
ment and the opportunity for reasonable returns; 
and 

Recognize the necessity and equity of a contribu- 
tion of municipal credit and privilege in order to 
procure a large measure of transit facilities under 
the severe conditions exacted for the city’s ad- 
vantage. 

Not all of these contracts are as wide in scope as 
this composite picture, and some have additional 
features of interest, but they all illustrate in greater 
or lesser degree a broader and juster concep- 
tion of enlightened co-operation between city and 
railroad corporation than has heretofore attended 
such contractual undertakings. 

In Boston the new co-operative contracts involve 
mainly the contribution by the city of large amounts 
for the construction of subways for rapid transit 
and the relief of street congestion. The railroad 
company operates the new facilities in connection 
with its own and pays a rental. In time the rentals 
will have paid for the cost and the city will have 
a valuable asset free. In the meantime the people 
will have had the benefit of better facilities. 

In Philadelphia the reasons declared for the co- 
operative contract of 1907 were (a) to terminate the 
dispute and uncertainty as to existing franchises; 
(b) to give the city “a voice in the management of 
the company and a supervision of its accounts and 
expenditures”; (c) to enable the company to raise 
the funds necessary to “improve, complete and ex- 
tend” its system, “in order that it shall better serve 
the public,” by clearly defining the company’s posi- 
tion, making its securities unquestioned, and its 
right to make extensions assured, “in order that it 
may obtain credit to finance the increased transit 
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facilities so necessary for the welfare of the pub- 
lic and the development of the city”; and (d) to 
readjust the payments by the company to the city, 
make the city a sharer “in the earnings of the 
company from further growth of the city (with- 
out making the city liable for any of the obliga- 
tions of the company),”’ and provide for “the ulti- 
mate acquisition by the city of the leaseholds and 
property of the company.” : 

These liberal purposes were liberally provided 
for in the contract, and the city was to have a rep- 
resentation of three in the company’s board of di- 
rectors. Operations under the contract have been 
going on now for seven years, and presumably with 
general satisfaction, for it is proposed by the De- 
partment of City Transit, with the apparent con- 
currence of the Philadelphia Rapid Transit Com- 
pany, to further extend the principle of co-opera- 
tion by the construction and equipment of new 
rapid transit lines, to be operated in conjunction 
with existing lines as a unified system, the city 
contributing toward the cost approximately $45,- 
500,000 and the company $12,000,000. The com- 
pany is to operate the new lines for fifty years, 
with a preferred charge on the net earnings for 
its interest and sinking fund. The city’s interest 
and sinking-fund charges are a subsequent claim 
on the net earnings. At the end of the period the 
city takes over the entire property, paying the com- 
pany the amount of its investment in equipment 
and applying any accruals in the company’s sink- 
ing fund for that purpose. In addition, under the 
1907 contract as proposed to be extended, the city 
at the same time may take over all the company’s 
lines upon paying the price therefor as stipulated 
in the contract. The annual payments to the city 
out of earnings are expected to provide a large 
part, if not all, of this purchase price. Whether the 
Philadelphia contracts (present and proposed) are 
equitable in all respects will not be discussed here, 
but that they reflect to a large degree the new 
spirit of co-operation is indisputable. If they re- 
quire a large investment by the city, it is the price 
which the city has to pay for facilities presumably 
needed by its people, and these could not possibly 
be procured otherwise so cheaply or satisfactorily 
to its people as by co-operation with the transit 
company. The company, on the other hand, makes 
large sacrifices in concessions demanded, as for in- 
stance reductions in fares and surrender of pos- 
sible profits over a moderate return, and by these 
sacrifices and concessions indicates a praiseworthy 
disposition toward co-operation. 

In Chicago the new contracts (originating in 
the same year as that of Philadelphia) were the 
outcome of a vote of the people for municipal own- 
ership. The situation was favorable for an ad- 
vantageous bargain with the street railroad com- 
panies, for a large part of their franchises had ex- 
pired. It was unfavorable for immediate munici- 
pal ownership because of the limited borrowing ca- 
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pacity of the city. It required prompt attention be- 
cause, as usually happens near the expiration of 
short-term franchises, the railroad facilities had 
been allowed to deteriorate, there being no assured 
terms of renewal. The problem concerned only 
street surface railways. 

The outcome of the negotiations was novel and 
apparently generally satisfactory to both parties. 
The contracts as executed establish an agreed value 
of $50,000,000 for the tangible and intangible prop- 
erty of the companies. It was a compromise fig- 
ure. Upon this valuation, plus the cost of rehabili- 
tation and extensions (borne by the companies) 
the companies are allowed an interest return of 5 
per cent per annum. The remaining net profits are 
divided between the city and the companies in the 
ratio of 55 per cent to the city and 45 per cent to 
the companies. The result of seven years of oper- 
ation has been not only the reconstruction and ex- 
tension of the system, the improvement of service 
and equipment, and a comprehensive system of 
transfers and through routes, but the receipt by 
the city of about $13,000,000 as its share of divisi- 
ble profits. Moreover, the city has the option 
to purchase and take over the property at any time 
upon payment of a prescribed amount. If taken 
over for municipal operation prior to Feb. 1, 1927 
(twenty years), the price is to be the agreed valu- 
ation ($50,000,000), plus the cost of additions, re- 
construction and improvements, reduced by the 
value of any property lost, destroyed or impaired 
(ordinary wear excepted), which latter value is 
supposed to be made good by depreciation funds. 
If taken over free from such restriction prior to 
that date 20 per cent is to be added to the price. 
In case the street railways are not thus purchased 
prior to Feb. 1, 1927, the city may designate any 
corporation to acquire and operate the railways as 
its licensee, in which case the licensee must pay 
the same price as the city would be obliged to 
pay. 

In order that the city should have a voice in the 
character and cost of improvements an impartial 
board of supervisory engineers is created, whose 
approval is necessary to the plans and expenditures 
therefor. Extensions of tracks may be required but 
under restrictions which reasonably safeguard the 
companies’ investments. The city is given a large 
measure of control over service. The rate of fare 
is fixed at 5 cents, but the city may, if it chooses, 
apply any part of its share of net profits toward a 
reduction of fares, provided that the companies 
shall be entitled to deduct and retain from the net 
receipts an amount equal to what their share would 
have been had the passengers carried paid the fare 
prescribed in the ordinance. This provision is 
probably too uncertain in its working to be 
availed of—but it is important as recognizing the 
just principle that the cost of an enforced reduction 
of fares diminishing the measure of contractual 
returns to the operator should be borne by the city, 
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and not by the operator. This principle is again 
recognized in the new operating agreement of Dec. 
22, 1913, whereby, besides reaffirming and in com- 
paratively minor respects modifying the 1907 con- 
tract, the city, in order to extend the benefits of 
unified operation and a 5-cent fare to other parts 
of the town reached by another railway, reduced 
the fare on the Calumet & South Chicago Railway 
south of Seventy-ninth Street from 10 cents to 5 
cents, but agreed to compensate the company in 
cash for such reduction. 

Chicago has thus, so far as surface transit is 
concerned, solved in a businesslike and reasonable 
way the problem which confronted it. Because of 
the expiration of most of the street railway fran- 
chises when the bargain was negotiated, the city 
was able to make terms on a more advantageous 
basis with the existing companies than it could 
have made by ignoring them and contracting with 
new and independent interests, or by the creation 
of a municipal system, had that been financially 
possible. It gets a substantial part of the measure 
of control which would have come with immediate 
municipal ownership. It is assured a cheap fare 
and extensions of tracks where required. And it is 
placed where by husbanding its share of earnings 
it may acquire the railways within a reasonable 
period without serious burden, if any, upon the 
taxpayers. For these advantages it naturally made 
concessions which the extremists have criticised— 
although these were not only equitable but neces- 
sary to the investment of private capital. Its con- 
tract is liberal in the accounting, measured by rad- 
ical standards. It recognizes, as have our courts, 
the substantiality of intangible rights, created 
though they may have been primarily by official or 
legislative privilege, as well as of tangible, physical 
property. It properly assumes that cost of prop- 
erty is not in large undertakings limited to the 
purchase of material and labor, but includes in- 
terest, discount and commissions, and contractors’ 
profits. In the radical reconstruction of existing 
facilities, including the change from cable power to 
electricity and other substitutions made advisable 
by changes in the art of railroading, it abandons 
the doctrinaire idea that these improvements must 
be in all cases paid for out of earnings, and adopts 
the saner and more practicable conception that the 
cost of progress, if progress be attained, must 
often be capitalized. 

The conditions which led to co-operative methods 
in New York were different from those in each 
of the other large cities. 

The city had laid the foundations for a 
municipal rapid transit system by its contract 
in 1900 with John B. McDonald, afterward 
assigned to the Interborough Rapid Transit 
Company. Under that contract city capital cre- 
ated subways, private capital equipped them and 
a privately owned corporation operated them. 
Strange as it may seem, considering the criticisms 
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“By recognizing existing corporate utilities, 
protecting their earning power as a basis for 
new credit, enlarging their opportunities for 
usefulness by grants of new privileges, sup- 
plementing their old and proposed facilities 
by new city-owned lines, and inviting the in- 
vestment of new capital by reasonable insur- 
ance of returns, the city [New York] could 
accomplish more for its people than by any 
other course, could control for itself the 
future scope and effectiveness of rapid 
transit, and could look forward eventually 
to having a complete system of its own to 
operate or lease as it may choose.” 
—Timothy S. Williams. 


which had attached to the character of other fran- 
chises following their profitable utilization, this new 
municipal transit effort embodied the most remu- 
nerative opportunities to private capital and energy 
which had ever been afforded in any municipal 
franchise—although it must be admitted that in 
obliviousness toward these opportunities most of 
the experienced men in the traction business were 
as serene as city officers and municipal reformers. 
Not only was the route laid out (considering as 
one for this purpose both contract No. 1, covering 
Manhattan and a small portion of the Bronx, and 
contract No. 2 comprising the extension into the 
heart of Brooklyn) through the congested part of 
the most populous city of the continent, but the 
low interest charge made possible by city credit, 
the freedom from taxation, the comparatively small 
requirement of private capital and the moral sup- 
port of the city gave the enterprise a very great 
advantage over any similar undertakings depend- 
ent solely upon private funds. Profitable as it 
proved to be to those who had the courage to un- 
dertake it, the new subway was of even more profit 
to the city and its people—it gave a much-needed 
relief to transit conditions, stimulated property 
values and not only yields to the city interest on 
the cost but is gradually amortizing that cost. 

The weakness of the McDonald contract, how- 
ever, from the city’s point of view, was revealed as 
conditions became more aggravated, namely, its 
powerlessness to compel extensions or branches and 
its failure to provide for any interchange of traf- 
fic (except for double fares) with any other sub- 
ways which might be constructed and operated by 
the city or private interests other than the Inter- 
borough. Notwithstanding the great and insistent 
demand for additional rapid transit facilities, the 
city was helpless to provide them by an extension 
of its own railroad except upon terms which it was 
unwilling to make. Apparently secured in 
profits, and, practically, in monopoly, the city’s 
lessee had the whip hand of the situation. 

It was at this juncture, ten years after the first 
subway contract had been entered into, that a spe- 


NTT 


ELECTRIC RAILWAY JOURNAL 


AAT 


[TimoTHy S. WILLIAMS 


cial committee of the Board of Estimate, of which 
the Hon. George McAneny was chairman, began a 
special study of the subject in combination with 
the Public Service Commission for the New York 
district, and finally brought about the co-operative 
contracts of 1913, which in the scope of their re- 
quirements, the magnitude of their capital invest- 
ments, the comprehensiveness of their territorial 
influence and the care with which their terms were 
formulated, mark them easily as the foremost con- 
structive work of their kind in the world. Their 
significance, for the purposes of this paper, is the 
extent to which, for the good of the community, 
they have recognized the necessity of, and made 
possible the accomplishment of, intelligent co-oper- 
ation between city and railroad corporations. 

The New York contracts have to do only with 
rapid-transit lines and service. Both the Inter- 
borough Rapid Transit Company and the Brooklyn 
Rapid Transit Company have surface railway in- 
terests, but these are not involved, except as they 
are indirectly affected by the success of the rapid- 
transit lines in diverting travel. The city deals 
with two operators—the Interborough Rapid 
Transit Company, controlling by lease the first city- 
owned subway lines and the after-acquired Manhat- 
tan elevated lines; and the New York Municipal 
Railway Corporation (organized on behalf of the 
Brooklyn Rapid Transit Company) controlling the 
Brooklyn elevated lines with three former steam- 
railroad connections. The contracts call for the 
immediate construction of approximately 362 track 
miles of new subways, elevated railroads and addi- 
tional tracks on existing railroads, and the neces- 
sary accompanying additional facilities of equip- 
ment, power, shops, etc. The estimated expendi- 
ture of new capital is about $320,000,000, of which 
the city contributes nearly one-half. The routes 
traverse all boroughs except Richmond, and that 
borough, because of its insular position, prospec- 
tively. They are competitive only by incident—the 
idea being to extend the Interborough Company’s 
Brooklyn line further into that borough through 
a territory where there is no rapid transit 
now, and to give to the Brooklyn company 
subways in Manhattan between Fifty-ninth 
Street and the Battery for the distribution 
of its Brooklyn and Queens passengers. While 
serving some common territory each system is 
reasonably complete in itself. There is to be one 
5-cent fare over the lines of each system—not 
over both. Both systems are physically capable 
of unified operation without the handicap of much 
duplication of capital—but such operation would 
not be possible financially at a 5-cent fare for a 
long time to come, because of the great distances 
and expensive construction. 

In order to procure the advantages which the 
city sought for its people and to reserve to itself 
full powers of control, concessions were necessary 
to the companies. The earning power of existing 
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lines as of certain years was made a first charge on 
net receipts, thereby procuring the concurrence of 
the Interborough company. In the case of the 
Brooklyn company this was less than 6 per cent on 
the investment. In the-case of the Interborough 
subway lines it was estimated at over 13 per 
cent. On the Manhattan elevated lines it was some- 
thing more than 7 per cent on the capitalization. 
In addition, the new capital furnished by the com- 
panies is allowed a preference out of earnings as 
to interest and sinking fund. Return on the city’s 
investment comes next—and then divisible profits, 
if any, half to the city and half to the companies. 
The city after ten years may take over any of the 
new subway lines, or the additional tracks and ex- 
tensions of privately owned elevated lines, with 
their equipment, upon paying stipulated sums rep- 
resenting the company’s contribution of cost and a 
moderate profit, which sums gradually diminish, 
until at the expiration of the full term of forty- 
nine years the city gets the property without pay- 
ment, except for additions to the extent that they 
have been unamortized. The powers retained by 
the city over contracts both for construction and 
operation, over accounting, and over service are 
as broad as they well could be. The city’s ability 
to enforce the construction and operation of ex- 
tensions of each system without the imposition of 
an additional fare is secured, but if done without 
the operator’s concurrence the burden of cost of 
construction (other than equipment), and any 
deficits in operation are borne by the city. This 
is a proper safeguard against reckless extensions. 

The significant aspects of the New York con- 
tracts, as bearing upon co-operation, are first, 

That, as to new construction, the character and 
mileage were such as to preclude investment of pri- 
vate capital alone, upon the tenure and terms of 
possession set forth; second, 

That the city had not the financial ability alone to 
carry out the whole undertaking; third, 

That any partial efforts toward transit relief by 
the city to the extent of its available funds could 
only benefit a portion of the large population; 
fourth, 

That confining municipal privilege and financial 
assistance to either one of the two important trac- 
tion corporations would be unjust to the other and 
to the constituencies served by it; and, fifth, 

That by recognizing existing corporate utilities, 
protecting their earning power as a basis for new 
credit, enlarging their opportunities for usefulness 
by grants of new privileges, supplementing their 
old and proposed facilities by new city-owned lines, 
and inviting the investment of new capital by rea- 
sonable assurance of returns, the city could accom- 
plish more for its people than by any other course, 
could control for itself the future scope and ef- 
fectiveness of rapid transit, and could look forward 
eventually to having a complete system of its own, 
to operate or lease as it may choose. 
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“The final test of all these co-operative 
efforts is not merely the care with which the 
bargains have been made but the continu- 


ance of the co-operative spirit in their carry- 


ing out. : This spirit is as essential for the 
corporation as for the municipality.” 


—Timothy S. Williams. 


The companies, on the other hand, had much to 
gain from co-operation. The Interborough, though 
sacrificing the possibility of adding to its 
already large and growing profits, was  there- 
by protected against a reduction of existing profits 
by the creation of competing lines. The Brooklyn 
company, struggling to serve a large area of rap- 
idly increasing population but unable to do so with- 
out additional tracks across the East River and 
new terminals in Manhattan, rights for which only 
the city could give, was thereby released from the 
bonds which restricted its growth, was given the 
opportunity properly to serve its constituency, and 
was assured, with greater density of population in 
its wide areas, of a constantly increasing earning 
power. 

The final test of all these co-operative efforts is 
not merely the care with which the bargains have 
been made but the continuance of the co-operative 
spirit in their carrying out. This spirit is as es- 
sential for the corporation as for the municipality. 
A disposition to evade the terms of contracts, either 
by the city or the corporation, or to take undue ad- 
vantage of provisions not duly considered in ad- 
vance, or of omissions overlooked, may produce a 
return to the old atmosphere of suspicion and re- 
crimination which is always a great obstacle to 
effective service. It is quite probable, too, that the 
working out may reveal conditions not fully com- 
prehended or foreseen by either party, and these 
must be met and handled with fairness and wisdom. 

In contracting with private interests for the 
furnishing of transportation, the city’s chief ob- 
ject should not be the money return to its treasury 
from its contributed privileges or capital, but the 
completeness of facilities and service for its people 
and the requirement of reasonable fares. It is par- 
ticularly essential, however, unless we drift toward 
socialism, that where the city contributes its own 
capital toward the construction of public utilities, 
as in these contracts which have been cited, the 
burden of interest and cost should fall on the util- 
ity itself and not upon the taxpayers, and that the 
return from operation should be sufficient to cover 
such charges. If in addition to such return the 
city, while commanding generous facilities and 
service at reasonable fares, can by encouraging 
prudent management look forward to its participa- 
tion in profits, applicable to relief of taxation or to 
other municipal projects, then the perfection of 
municipal bargaining and administration would 
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seem to have been reached. Herein, however, lies 
a possible weakness. The officers entrusted with 
the carrying out of these co-operative contracts are 
not in all cases in control of municipal adminis- 
tration and policy. In New York they are appoint- 
ive state officers. The danger is that the desire to 
please local interests, or to gain temporary political 
popularity, will preclude that steadfast and intelli- 
gent regard for wise and economical action which 
is most likely to be held by responsible city officers 
charged with broad municipal powers and obliga- 
tions. 

It seems to me, moreover, essential to the best 
co-operation on the part of the contracting cor- 
poration that there should be the inducement which 
comes from the possibilities of profits over and 
above the bare cost of capital. That expectation 
was the controlling motive which led the Brook- 
lyn Rapid Transit Company to contract with the 
city of New York. While no such additional profits 
are possible until full interest and amortization 
charges on both the city’s investment and our own 
have been earned, and while the period of divisible 
profits is not likely to begin until some years in the 
future, the possibilities for growth of business 
through the territory operated, and the compara- 
tively low company preferentials to be first deducted 
from the earnings, give promise eventually of large 
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surplus profits in which the city and corporation 
will share equally. It is of particular importance 
to the city and to its people that the realization of 
this expectation should be expedited by wise ad- 
ministrative action, for just as soon as the city’s 
investment becomes self-supporting the government 
will have a large margin of credit available either 
for new transportation lines or for other munici- 
pal purposes—besides the annual payments of 
money profits into the city treasury. 

Few contracts are safe which are all one-sided. 
The best and most enduring are those with which 
both parties are continuingly satisfied. It would 
seem as if, for a time at least, most of the advan- 
tages accruing from the co-operative contracts of 
the cities which I have mentioned would be with 
the people of the municipalities. The immediate 
satisfaction of the corporations is that of taking 
the choice of possible evils, in indulging in hopes 
for the future, and in the consciousness of public 
service. If co-operation proves successful—and 
profitable—the benefits under these particular con- 
tracts ought to be quite evenly distributed between 
city and corporation. One thing is reasonably as- 
sured, namely, that for some time to come there will 
be no such excess of corporate profits as excites 
the blustering babble of politicians and invites the 
attacks of legislators and office-holders. 


WHAT MIGHT HAVE HAPPENED TO 
THE TALENTS 


By L. R. NASH 


Stone & Webster, Boston, Mass. 


man who, according to a parable in Holy Writ, 

sought relief from business cares by traveling 
into a far country, even as rich men do in these 
latter days. As in these days, he called to him his 
trusted servants and delivered unto them his goods. 
And unto one he gave five talents, to another two 
and to another one, to every man according to his 
several ability, and straightway took his journey. 
After a long time he returned from foreign lands 
and called his servants for a reckoning. We are 
told that he that had received five talents came and 
brought other five talents; he also that had received 
two talents had gained two other talents beside 
them. But he which had received the one talent 
had been afraid and hid his talent in the earth, so 
that he brought to his lord only that which had 
been his. 

The respective rewards and punishments of these 
servants are well known and have been a guide and 
spur to faithful servants through the ages. Those 
were days in which anti-trust laws and regulation 


T HERE was once in ancient days a certain rich 


were unknown, and profits of 100 per cent in a few 
years were not uncommon. Let us consider what 
might have been the experience of these servants 
of ancient days had the present legislative methods 
and tendencies come into effect during the sojourn 
of this rich man in the far country, supposedly quite 
out of touch with his business interests. Let us re- 
cast the reports of the servants after the unheralded 
return of their lord in the light of present-day con- 
ditions. 

The servant to whom had been given five talents 
might have reported as follows: “Lord, thou de- 
liveredst unto thy servant five talents; behold he 
cometh unto thee empty handed. Alas, the tale is 
one of woe. After thy departure I straightway 
sought a safe and profitable way to use the talents 
intrusted to me. Walking in the market place I 
saw a drove of camels lately arrived from Damascus, 
laden with rich goods. The owner, who had car- 
ried goods to and from Damascus for many years 
with much profit, had suddenly been gathered to his 
fathers and the camel train was for sale. Thy 
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servant bought the camels, although paying as much 
more for the good-will of the business as the camels 
themselves were worth. The venture proved suc- 
cessful, and later another camel train, carrying to 
Tyre, was purchased. -Later others were added 
unto them, also storehouses and certain ships sailing 
from Tyre to other lands. All these uses of thy 
talents were profitable, particularly after all means 
of public travel had been bought up, and there was 
no man to limit the tolls on the burdens carried. 

“But it came to pass that certain Publicans looked 
upon my growing business and declared, ‘This man 
payeth not sufficient tithes into our hands; his 
storehouses and camels are taxed but he should also 
pay us from his gains.’ And when they searched 
and learned of my large gains, grievous burdens of 
taxes were added. 

“Then certain of the Scribes gathered together 
and reasoned among themselves that the carrying 
of burdens and travelers should not be committed 
to one man to exact such tolls as he may desire. 
They found in the books of the law that no man 
should have divers weights and measures, great and 
small, in his bag or in his house, which they inter- 
preted to mean that all charges should be reason- 
able and alike to all. And forthwith they prepared 
new statutes which placed certain of the Elders over 
the carrying of burdens to see that just charges 
were made and that no man paid more than his 
neighbor. The law further decreed that the carrier 
of burdens was a servant, worthy of a servant’s 
hire, but that all else belonged to the people whom 
he served. 

“Then a traveler complained of a toll of five 
shekels, saying that three shekels was more than 
enough. The Board of Elders, therefore, deter- 
mined to find what tolls would give a fair return on 
the property in use. And they valued the camels 
and equipment; and behold, they found that many 
of the camels were old and their present value very 
small, and they knew naught of good-will and cost 
of establishing the business. And the tolls which 
they fixed were grievously low. 

“And it came to pass that other Scribes, reading 
the books of the law, found a commandment that no 
man should covet his neighbor’s house, or ox, or ass, 
or other possessions. And they reasoned from this 
commandment that one should neither covet his 
neighbor’s business nor acquire it, should it be 
like unto his own. They, therefore, passed a law 
further forbidding combinations in trade. Then 
there arose a magistrate who claimed that thy serv- 
ant was unlawfully lading and sending forth camel 
trains in parallel or similar directions and having 
ships to receive and carry goods and passengers 
from them to other lands. After due hearing, it 
was decreed that many camels and ships must pass 
out of my hands. They were taken from me and 
are now held by certain wise men for sale to others. 
What will become of them no man knoweth, for 
many of the camels are strained and footsore from 
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“And they valued the camels and equip- 
ment; and behold, they found that many of 
the camels were old and their present value 
very small, and they knew naught of good 
will and cost of establishing the business. 
And the tolls which they fixed were griev- 
ously low.” 

—L. R. Nash. 


heavy burdens which they have been carrying. 

“Because of this breaking up of my business I 
found there was no gain from what was, left. When 
the matter of greater tolls was laid before the 
board of Elders they called together many people 
to determine, what should be done, and a certain 
Scribe, who had often ridden upon camels, stood 
forth and proclaimed that there was much waste 
and mismanagement, yea, that many shekels per 
day were being lost which might otherwise enrich 
the carriers. And the Elders gave heed thereto 
and bade me set my affairs in order and profit 
thereby. Behold, therefore, the gains and the five 
talents which were thine have been swallowed up. 
And the end is not yet.” 

The rich man was sorrowful, but said, “Surely 
my other servants have not been entangled by this 
new and strange doctrine.” And he called for him 
who had received two talents, receiving from him 
the following account of his stewardship: 

“Lord, thou deliveredst unto me two talents with 
which to trade and bring thee just gains. As I 
went about the city seeking where I might find op- 
portunities, I saw many water bearers going about 
the streets with their vessels of water. And they 
came from many wells outside the gates, selling to 
whomsoever would buy throughout the city. Thy 
servant saw that there would be much saving if all 
people were served regularly by the same bearers 
from near-by wells. I, therefore, bought many wells 
and hired the water bearers to go each through 
certain streets and was soon supplying the whole 
city with water. And because of the new plan of 
supply and delivery the gains from the business 
increased many fold. 

“And it came to pass that certain Elders gathered 
together and reasoned among themselves, saying, 
‘What manner of man is this that causeth water to 
be borne to us and by what right doth he use our 
streets with his bearers?’ The scrolls of the city 
were brought forth, and it was found that the 
rights granted to many of the old bearers had ex- 
pired. And the Elders rose up and declared that 
the streets should not be used without a new writ 
which should protect the rights of the people. It 
was thought just that the city should receive half 
the profits of the business for the right to use its 
streets. Because there was much property which 
could not be used for other purposes, and lest there 
might still be too much gain left, it was decided 
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‘* “And thy servant was afraid and went and 
digged in the earth and hid thy talent. Lo, 
here thou hast that is thine.’ 

‘And the rich man rose up and fell upon his 


servant’s neck and wept aloud, for, though 
he had thought himself poor, he was still 
rich. And he made this servant ruler over 
all his house and his possessions.” 

—L. R. Nash. 


that the city mizht safely require more than an 
equal share, perchance 5 per cent more. Now this 
agreement, which the people approved with great 
joy and which I had to accept or lose my all, was 
called a Franchise. 

“And a mighty famine arose in the land and no 
rain fell upon the earth for many days. When the 
wells became low I ordered the bearers to charge 
more for water so that there might be less waste 
and the wells be not emptied. But the city decreed 
that this should not be, no such provision being in 
the franchise. So freely did the people continue 
to demand water that the wells soon became quite 
empty, and the bearers had naught to sell. Then 
rose up those in authority and cried, ‘Where is this 
fellow whom we allow to supply us with water. 
What matters it if no rain falls in our midst and 
his wells are dry. He is our servant and there is 
water somewhere in the earth. Let him go forth 
and dig until he finds it, so that all may drink. We 
care not what the cost may be, and will cheerfully 
give up our share of profits, if necessary, until the 
rain falls again.’ And in-fear I went forth with 
many diggers and found a little water here and 
there many cubits deep in the parched earth. But 
this did not satisfy the people, who drove me forth 
again with many men and asses to the distant moun- 
tains where some water was found and borne with 
great labor to the city. Before the rain came again 
to fill the empty wells all my gains and more had 
been swallowed up, but being a servant of the people 
I was required to keep on. 

“With plenty of water I began to make up my 
grievous losses when, behold, there appeared before 
me one day certain of my bearers and others whom 
I knew not. The latter declared that they had 
journeyed far to aid the bearers in gathering them- 
selves together into a band which would consider 
with me certain grievances and arrange better con- 
ditions. I told the strangers that I know them 
not, and, as for the bearers, any one of them could 
bring his troubles to me at any time. They replied 
that henceforth I must deal with all together 
through their leaders, and that they required less 
burdensome labor and greater hire; that for many 
years they had borne the heat and burdens of the 
day for one penny, but henceforth their wages must 
be doubled. In vain I pleaded misfortunes and 
debts. They would work no more at the old wage. 
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“T went into the marketplace and hired other 
bearers, but they were stoned and beaten in the 
streets and became afraid. And when the people 
received no water they rose up and declared that 
under my franchise they must be served and de- 
manded that the differences with the bearers be ad- 
justed by public hearing. . 

“To the board of Elders appointed for the pur- 
pose the bearers told their story of poverty, long and 
patient labor and oppression, and the Elders listened 
not to my tale of fair treatment and wages and the 
many men standing all day idle in the marketplace 
willing to work at the wage I offered, but with no 
man to hire them. They ordered me to pay the 
hire demanded even though the business did not 
yield enough to meet the increasing burdens which 
had been laid upon it. 

“Behold, therefore, thy two talents have been 
taken by the people and their hirelings, and naught 
remains but an unprofitable business which must 
be continued and which no man will buy from me.” 

And the rich man was exceeding grieved and cast 
down, his possessions being taken from him under 
laws he knew not of. Afraid to hear more from his 
servants, and believing that all was lost, he shut 
himself in his house to mourn his losses in anguish 
of spirit. 

On the morrow there came unto him the third 
servant who had received one talent; and when 
his lord saw him he lifted up his voice and cried: 
“Tell me not of other statutes and devices whereby 
this my last talent which I gave into thy hand has 
been taken away. I can bear its loss, although it is 
all I had left of my worldly goods, but I can hear 
no more of devious ways by which I have been 
despoiled. Spare my thy tale of woe and leave me 
to my wretchedness.” 

But the servant tarried and finally spake in this 
wise: 

“Lord, my fathers were numbered among the 
seers and prophets of their day and generation, 
and some threads of their mantle have fallen upon 
me. While I was busy with thy affairs under thy 
guidance in other years, I heard rumors and mur- 
murings of discontent, tales of poverty, oppression 
and extortion by the rich. When thou gavest me 
the talent and took thy journey I saw the hand- 
writing on the wall, saw that people would rise up 
and demand each his equal share of the world’s 
goods, saw coming confiscation, excessive taxation 
and oppression of the rich. And thy servant was 
afraid and went and digged in the earth and hid thy 
talent. Lo, here thou has that is thine.” 

And the rich man rose up and fell upon his ser- 
vant’s neck and wept aloud, for, though he had 
thought himself poor, he was still rich. And he 
made this servant ruler over all his house and his 
possessions. Verily now it is written: “Lay not up 
for yourselves treasures upon earth, for from every 
one that hath shall be taken away and given unto 
him that hath not, and he shall have abundance.” 
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PUBLIC UTILITY REGULATION—A CLOUD 
ON THE HORIZON 


By H. H. CROWELL 


President Michigan Railway, Grand Rapids, Mich. 


E-are beginning to realize that our public 
\ utilities should be operated on a plan that 
is adequate to the continuously growing 
needs of our communities, that these utilities should 
develop normally, that the price for the service they 
render should be reasonable and fair, and that those 
who furnish the service and those who use the serv- 
ice should receive equal justice. It is quite gener- 
ally admitted that the speculative, competitive days 
are practically ended, that destructive competition, 
is economically unsound, that non-regulation of de 
facto local monopolies is unreasonable, and that, in 
lieu thereof, a trial period of commission regulation 
is begun. 

It has, of course, been generally understood for 
many years by the furnishers of gas, electric and 
transportation service that such service was affected 
with a public interest, but this fact has usually been 
ignored by the operators and owners of public utili- 
ties and likewise, to a considerable extent, neglected 
by the authorities in so far as the regulation of rates 
and service was concerned. 

Public service commissions have been created in 
forty-three or more states, and the several legisla- 
tures therein have duly delegated to these commis- 
sions broad regulating powers over public service 
corporations coming under their jurisdiction in the 
matters of rates, capitalization and service. In 
other words, it appears that the state has practi- 
cally served notice upon the public service corpora- 
tions that they must from now on submit to de- 
tailed supervision over their operations, that they 
will be required adequately to serve the public and 
that they will be permitted to earn, from the com- 
mission’s viewpoint, but a reasonable rate of return 
or profit from operations for rendering the service. 

During the early speculative period in the develop- 
ment of the public service business, opportunity was 
had for great success or absolute failure. During 
this period commercial warfare prevailed to a de- 
gree, and the far-sighted and forehanded pioneers 
who were successful and avoided failure in those 
trying times really laid the foundation for the 
present wonderful development in transportation, 
and in gas and electricity supply. The public now 
uses and enjoys these highly developed facilities, 
and the public should freely acknowledge its in- 
debtedness therefor, the present status having been 
reached at a much earlier date under so-called de- 
structive, non-regulated competition than would 
have been possible under any other plan. 

It is possible, and quite probable, that in many 
cases the more astute operators were well rewarded 


for the labor they performed, the risks they took 
and the service they furnished. The rates of charge 
were unregulated and were generally based on what 
the traffic would bear, and the costs of operation 
were not swelled by constant effort to improve and 
better the service beyond an average efficiency. 
However, all the property and property rights cre- 
ated, broughtginto use and now existing as the net 
result of past operations, legally and morally belong 
to the corporations now serving, and such property, 
under the new plan or scheme of operations, is en- 
titled to fair and just consideration by the regulat- 
ing powers. 

The situation at present facing the public service 
corporation may be summarized as follows: The 
rate of return from operations from now on is to be 
regulated; the profits to be taken from the business 
are to be fair but not over-large, and the service 
rendered must be satisfactory to the general public. 

This notice to the operators of a limited rate of 
return is short, sharp and severe and, recognizing 
the laws of commerce governing the employment of 
capital, there should be and must be a period of 
adjustment. Operations must be continued, ex- 
tensions must be made to satisfy the never-ceasing 
demands for a better and more adequate service, 
and, therefore, new capital must be furnished, and 
the public service corporations must procure this 
new capital on a basis different from that on which 
capital was formerly secured, when profits were lim- 
ited only by the skill of the management and its 
ability to withstand competition. 

It must be admitted that, concurrent with this 
notion of regulation, in some places there has arisen 
a clamor that the service in the past has been poor 
and unsatisfactory, that the obligations resting upon 
the corporations have been ignored, that excessive 
profits have been squeezed out of the public by ex- 
orbitant rates, and there is prevalent an undercur- 
rent of feeling looking toward a recovery, a spirit 
of retaliation, a desire to “get even,” and the vocifer- 
ous advocate of the “get-it-back” theory is frequent- 
ly welcomed and applauded. 

Public service commissions which fully grasp the 
significance of the problems to be solved by them in 
regulating these public service corporations, will 
realize that it is more important for a community 
to be furnished with an adequate and satisfactory 
service than that there should be a general reduc- 
tion in the rates of charge for the service. Right 
here let us call particular attention to this matter of 
good service. Safe and.expeditious transportation, 
an ample supply of high quality gas, and an ade- 
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“The ‘cloud on the horizon’ is that there is 
imminent danger of partial confiscation of 
property on account of mixed reasoning of 
courts and commissions and inadequate 
presentation of the case by the corporation.” 

—H. H. Crowell. 


quate, well-regulated system of electrical distribu- 
tion of energy for power and light are now consid- 
ered necessities in the daily life of every municipal- 
ity. Why does a municipality grant franchises? A 
franchise is granted because the municipality desires 
and expects to receive satisfactory and adequate 
service from the grantee. That is the reason and 
purpose of the grant. All artificial and unnecessary 
burdens should be carefully eliminated from such 
grants in order that the best service may be had 
at least cost under prevailing conditions. 

The public desire is practically lost sight of and 
there is an ever-present opportunity to defeat it in 
the attempt to punish corporations, to hold them 
down, to hamper their activities and to reduce their 
rates, thus killing every incentive to give good serv- 
ice, to better the property and enlist more capital. 

The first important duty of all public service com- 
missions is to use their every effort toward the 
building up and betterment of the service rendered 
by public service corporations. When this has been 
accomplished and sufficient data have been gathered 
to give the commissions an accurate understanding 
of all the costs and the circumstances under which 
the service is furnished, then and not till then will 
it be time to move toward a general reduction in 
rates, if it appears that there is inordinate return 
from rendering the best service which the state of 
the art permits and which the public demands. It 
goes without saying that the time will never come 
when it would be practical or judicious to reduce 
rates to such a point that there no longer would be 
incentive to work for economies or improvements. 
Public service commissions will fail and “regula- 
tion” will fail unless good service is given and the 
corporations are permitted to make sufficient gains 
from operation to enlist the employment of the large 
amounts of additional capital that are immediately 
needed to make the extensions presently demanded 
by the communities served. 

Public service commissions, when called upon to 
fix the rates of a public service corporation, are re- 
quired to determine the amount on which the cor- 
poration is entitled to earn a fair return, the fair 
rate of return under all the circumstances of a given 
case and also the rate or rates of charge that will 
enable the corporation to earn such return. The 
commissions, in such proceedings, are required by 
court decisions to value the property of a corpora- 
tion which is rendering the service before fixing the 
rate of return and rates of charge, and a crucial 
test of a commission’s worth is its ability equitably 
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to fix a present fair value of the property of a public 
service corporation. This ability to determine 
values is a strong indication of the usefulness of 
the commission to the public at large. 

There are several theories of valuation, or rather, 
several methods for arriving at the value of the 
property of a public service corporation. There is 
some confusion and necessarily some experimenta- 
tion in undertaking to determine what is meant by 
“value” of a public service property. The courts 
have decided that it is the present fair value of the 
property of the corporation which must be found, 
and the courts have indicated what kind of value 
shall be taken into consideration when arriving at 
present fair value, but there is no definite mandate 
as to the weight to be given to each kind of value 
which finally determines present fair value. 

It must be conceded that the property of a public 
service corporation is private property owned by its 
stockholders, and should be treated as such up to the 
point of excessive rates of charge or exorbitant re- 
turn from operations. In determining present fair 
value, commissions usually consider original-cost 
theory of value, continuous-property theory of 
value, reproduction-cost-new theory of value, and, 
in part, cost-of-duplicating-the-service theory 
of value. Each one of these theories furnishes 
something of worth to the regulating body, either 
from an ethical or an economic viewpoint, that is 
of use in determining present fair value. 
On account of the difficulty of ascertaining original 
cost, due to the fact that there has been no uniform 
system of accounting and that the plants have been 
built piecemeal under various managements, it is 
exceedingly difficult to obtain a true concept of orig- 
inal cost, and commissions are giving greater weight 
to the reproduction-cost-new theory of value, modi- 
fied or guided by such information in regard to 
original cost as will be helpful. 

The tangible property includes structurals at 
reasonable unit prices for labor and material plus 
certain legitimately related overhead construction 
expenses, such as engineering and contingencies, 
administration, interest and taxes and general con- 
tractor’s profit. The intangible property includes 
sacrifices made or incurred in connection with pro- 
moting the enterprise, creating the tangible prop- 
erty proper and such values as have accrued or ac- 
cumulated by reason of undistributed profits or 
equities earned into the business previous to the 
period of regulation. 

Regarding these intangibles, it is a fact but little 
known to those who have had no actual experience 
in the financing and constructing of public utilities 
that, under the accounting methods practised in the 
past, but a small portion of the expenditures neces- 
sarily made in promoting and establishing public 
service corporations ever appeared in the corporate 
books of account. Practically all of the expendi- 
tures necessarily incurred, in addition to those ex- 
penditures directly related to the physical and struc- 
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tural plant, were represented by certain forms of 
junior securities and, as capitalization is given but 
little weight by commissions in rate-fixing proceed- 
ings, there is an apparent lack of direct evidence as 
to the amount and value of such costs and expendi- 
tures, and they are many times presented in rate- 
fixing proceedings in such an indefinite manner as 
to raise in the minds of investigators a grave doubt 
as to their actual existence. 

The time and expenses of administrators, engi- 
neers, lawyers and promoters were devoted to the 
promotion and creation of the plant and business 
of the public service corporation. Locations, hous- 
ings, apparatus and equipment, rights-of-way and 
distribution systems are not to be had without gen- 
eral supervision. There is need for administrative 
and executive ability of various kinds for the pro- 
motion of the general proposition as distinct from 
the overhead costs directly relating to construction, 
and the value or cost of this general supervision 
generally appears only in the intangibles. Intan- 
gible property values are much involved. There are 
difficulties in arriving at definite standards and in 
many cases indirect methods must be used properly 
to determine them. 

A list of the principal items of value, generally 
classed as intangibles, which must be included in 
the sum total value, will include outgoes consequent 
upon the acquisition of real estate, plant construc- 
tion and supervision of the general contractor; also 
costs in reference to promotion, preliminary general 
corporate and executive expenses, the securing of 
state and municipal consents and the development 
of plant and business, the cost of financing, the go- 
ing costs during construction and deficits from oper- 
ations until the time when profitable operations were 
begun. All these and more should be carefully 
weighed and determined if the corporation is to 
receive full credit for past sacrifices made and values 
accrued in creating the facility whose present fair 
value is sought. 

After issue is joined in a rate-fixing proceeding 
before a public service commission, under the usual 
conditions it is but a short time before the burden 
of proof is shifted from the complainant to the pub- 
lic service corporation, which corporation must then 
show affirmatively the value of the property it may 
include and the amount on which a rate of return 
may be earned; further, that its operating expenses 
are normal, that its revenues from operations are 
reasonable and that the per cent rate of return on 
the property included is not excessive. The com- 
plainant is generally not called upon to make a case. 
On the contrary, the commission will require the 
company to construct a complete defense to the com- 
plaint of unfair rate of return or excessive rates of 
charge. 

It is exceedingly difficult for the corporation, in 
affirming the value of its property, to demonstrate 
the full value of its intangibles, and the “cloud on 
the horizon” is that there is imminent danger of 
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“This ‘cloud on the horizon’, * * # 
will go on if the present tendency to give 
excessive weight to the reproduction-cost- 
new theory of valuation continues, unless the 
corporations more adequately present their 
side of the case and more conclusively pre- 
sent their claims for intangibles in rate-fixing 
controversies.’ — 

—H. H. Crowell. 


partial confiscation of property on account of mixed 
reasoning of courts and commissions and inadequate 
presentation of f the case by the corporation. There 
is generally too o much stress laid upon reproduction- 
cost-new value and too small an allowance made for 
overhead percentages; there is a general tendency 
on the part of commissions to eliminate going value 
and cost of developing the business. There is great 
difficulty in creating a proper conception of earned 
or accrued intangible values. The present status of 
the property, its present value as a going concern 
and its ability to serve its public economically and 
adequately is due to, and is the net result of, the 
trials and operations of the past, the records of 
which in most cases have never been written. All 
existing values, tangible and intangible, are the 
product of past expenditures or past gains’ from 
profitable operations as yet undistributed. Full 
credit should, therefore, be given to all existing 
property values that may be found and there should 
be no consideration given to the clamor that certain 
existing values should be eliminated or ignored, un- 
der the theory that they were secured through ex- 
orbitant rates of charge, it being clearly shown that 
there was no regulation of rates in the past and that 
the public service business then was unregulated 
and competitive and that the fittest survived. The 
corporation’s claims for intangible values are con- 
stantly discounted and the present fair values, as 
found by commissions, are approaching nearer and 
nearer to the “bare-bones” value of the plant, and 
thus partial confiscation is being practised under 
the guise of regulation. 

The salient facts are these: Public utilities are 
promoted and there is always direct need for a legal, 
administrative and technical organization from the 
first move toward the establishment of the utility 
to the end of the construction period. The corpora- 
tion exists, past rates were legal and competitive, 
the profits were the remainder after operations, 
which remainder, if any, was partly undistributed 
and was used for betterments or extensions, and 
such property, so obtained, must now be duly con- 
sidered if used to render a needed service. 

The best way to arrive at truth is to examine 
things as they really are, with an open mind, un- 
colored by fancy. In rate-fixing proceedings, the 
determining ‘of a reproduction-cost-new value is de- 
pendent upon opinion testimony offered by both 
parties to the controversy. Lately there have ap- 
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“In order to get a square deal from the gen- 
eral public, the public service corporation 
must let the people it serves know the cost 
and requirements of good service. * * * 
In the long run a well-informed public is the 
safer friend to depend upon.”’ 

H. H. Crowell. 


peared a number of self-styled experts who are offer- 
ing their services for a price for the purpose of 
assisting the users of any public service to get a 
lower rate for such service—never to get a just rate. 
These self-styled experts, admitting their total in- 
experience in the business of financing, construct- 
ing or operating public utilities, will qualify as ex- 
pert witnesses, engineers and appraisers before com- 
missions and, with a maximum of assurance and a 
minimum of practical information, swear to values 
on physical plants which are but a fraction of the 
existing values based upon any rational theory of 
value. Then they further unconscionably reduce 
these values to their lowest terms by the application 
of some theoretical rule of depreciation. Next, they 
calmly proceed to lumber up the record with their 
fanciful ideas as to why this or that intangible value 
in the property should be neglected or excluded in 
fixing value as a basis for rates. The commissions 
are not bound by rules of evidence as to the admis- 
sion of testimony, and scores of pages of irrelevant, 
immaterial and incompetent matter dealing with 
specious theories of social justice, fanciful ethics 
and economic fallacies are offered by these self- 
styled experts, making “confusion worse con- 
founded.” The testimony of this type of witness ap- 
parently weighs as heavily with commissions and 
referees as does the testimony of duly qualified wit- 
nesses called in rebuttal by the public service cor- 
poration whose affairs are being investigated. These 
self-styled experts, practically immune from indict- 
ment for perjury, and generally in no danger of suf- 
fering in the public esteem even when their testi- 
mony is in fact misleading and worthless, place no 
limit on their tortured estimates of the value of pub- 
lic service corporation property or business. Their 
veracity has not been formally impeached, they are 
treated leniently by the public service commissions, 
and many times are taken seriously and considered 
as being more reliable and capable than are the wit- 
nesses offered by the corporation itself. 

Public service corporations have generally failed 
in the full presentation of their cases in rate-fixing 
proceedings before public service commissions. 
Their engineer witnesses are sound and exact in 
their testimony as to structural values, but a knowl- 
edge of the technique of the business does not neces- 
sarily presuppose a knowledge of the ethical and 
economic principles involved. The engineer wit- 
ness, employed by the corporation on account of his 
familiarity with the business, lacks the sophistry 
and plausibility of the self-styled expert whose chief 
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business is to testify as his employer desires (in 
fact, this is his chief reason for being, and his 
financial prosperity depends thereon) and to assist 
with all his ability in the attempt to lower the rates 
without regard to the ultimate effect on the com- 
munity or the corporation rendering the service. It 
appears that witnesses who are thoroughly grounded 
in material facts regarding structural values and 
costs of operation are seriously handicapped when 
they undertake to present overhead theories of 
value, theories relating to overhead expenses or 
theories of intangible values. The self-styled ex- 
perts enlisted in the cause of the complainant, how- 
ever, can on demand glibly discourse on such mat- 
ters to the great disadvantage of the corporation. 
It will make for greater justice and equity for all 
concerned when these self-styled experts are prop- 
erly weighed and labeled in the records of every 
commission before which they appear. 

This ‘cloud on the horizon,” this ignoring of in- 
tangible values, this partial confiscation of values 
earned into the property from past operations, will 
go on if the present tendency to give excessive 
weight to the reproduction-cost-new theory of valua- 
tion continues, unless the corporations more ade- 
quately present their side of the case and more con- 
clusively present their claims for intangibles in the 
rate-fixing controversies that will arise continually 
from now on. A public service corporation, through 
its representatives or attorneys, has a perfect right 
and it is its proper duty to appear openly and fre- 


quently before the public service commission in . 


opposition to movements against its interests, and 
also to propose action that will benefit the company 
and the community it serves. The corporation does 
not perform its full duty to its patrons, creditors 
or owners unless it does so appear and unless it does 
make needful representations. Every right-minded 
regulating body will welcome such appearances and 
suggestions as to service and standards of practice, 
for, in the end, it is not the public service commis- 
sion that furnishes the service. The commission 
must depend upon the management for this and can 
issue orders if the management does not fulfil its 
obligations. The majority of the commission per- 
sonnel are sensible and intelligent enough to sepa- 
rate wheat from chaff, provided the wheat is prop- 
erly presented to them. 

The question is sometimes asked: ‘Will good 
service and reasonable rates relieve a public service 
corporation from serious attack?” The answer must 
be “No.” Good service and reasonable rates will not 
carry immunity from attack because of the political 
demagogue who finds an easy road to travel to office 
when riding a public service corporation. 

In order to get a square deal from public service 
commissions, the public service corporation must 
make honest, intelligent and persistent effort before 
them and establish the fact with a commission that 
it is giving adequate service at reasonable rates. 

In order to get a square deal from the general 
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public, the public service corporation must let the 
people it serves know the cost and requirements of 
good service, the progress continually being made, 
the extensions continually going on, the perfection 
and improvement of its facilities and the reasonable- 
ness and equity of its rates and charges. 

Public service corporations must frankly acknowl- 
edge the obligations of their charters and fran- 
chises, that the interests of the public are first, 
that compensation for service and profit from opera- 
tions are in the hands of the public or its duly 
delegated representatives. The public, when rightly 
informed, will be free to admit, if it accepts the 
service offered, that it must pay a price commen- 
surate with its value. In the long run a well-in- 
formed public is the safer friend to depend upon. 
Public service corporations go into partnership with 
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the public, and as one thrives so thrives the other. 
The future credit of the public service corporation 
and its ability to obtain money for future addi- 
tions and betterments is contingent upon the pro- 
tection of its property from political demagogues 
and from vicious misrepresentation. 

Unless this ‘cloud on the horizon” is dissipated, 
unless this tendency toward partial confiscation in 
rate fixing proceedings is curbed and full consid- 
eration is given to the intangible values existing in 
public service corporation properties, and unless the 
reproduction-cost-new theory of value is supple- 
mented by some element of ethical value, thus pro- 
moting substantial equity, then this “cloud” will 
develop into a storm of financial trouble, disastrous 
alike to the public service corporations and to the 
public at large. 


ELECTRICAL RAILROADING IN UTAH 


By SIMON BAMBERGER 


President Salt Lake & Ogden Railway 


to be written from the average inter-moun- 

tain state concerning electric railway develop- 
ment. While the progress in Utah is far beyond 
the average, it has been but slow. 

After the lines are built there is no trouble about 
patronage. The public is quick to show its appre- 
ciation of cleaner travel and more frequent service. 
But difficulties are encountered in the promotion 
and construction of electric lines, nothwithstanding 
the rapid growth of Utah and surrounding states 
in wealth, population, agriculture and almost every 
kind of industrial enterprise. 

The chief difficulties may be summed up as 
follows: 

1. The keen antagonism of the Goulds and Harri- 
man interests against the development of interurban 
lines renders it almost impossible to secure outside 
aid, and it is therefore necessary in the main to 
build electric roads with local capital. 

2. Excessive freight rates are charged by trunk 
lines between manufacturing centers in the East and 
points west of the Rocky Mountains, on materials 
and machinery essential to the construction and 
operation of electric roads. 

3. In many localities trunk lines have built spurs 
which give infrequent and unsatisfactory service 
but with the evident aim and the actual result of 
discouraging the establishment of electric railways 
and dividing the traffic with those which might be 
constructed. 

4. There is no public utility commission in Utah, 
although its creation would stimulate the extension 
of electric railways and other independent lines, 
as it would offer some protection to such roads 
when built. 


[ete is nothing of especial encouragement 


Without some guarantee from the State that their 
rights are going to be respected and their interests 
safeguarded against political deals and unlawful 
combinations men hesitate to invest their capital. 
A public utilities commission in Utah would aid very 
materially in the development of her resources. 

We have an abundance of water power generating 
electricity, more fuel than any state of the Union, 
mining districts and fertile valleys to be reached, 
produce to be taken from farms and ore to be taken 
to the smelters—every inducement for the estab- 


“Without some guarantee from the State 
that their rights are going to be respected 
and their interests safeguarded against 


political deals and unlawful combinations 


men hesitate to invest their capital. A 
public utilities commission in Utah would aid 
very materially in the development of her 
resources.” 

—Simon Bamberger. 


lishment of electric roads, except the guarantee of 
fair treatment which the State should give. 

In this and in other Western states where politics 
and business seem to mingle and big corporations 
are able to hold a balance of power, or where abrupt 
changes in management might follow partisan re- 
versals, public ownership would not seem altogether 
practicable. 

When this comes it will be after the bitterness 
of party warfare is diluted with deep-seated con- 
cern for the public welfare, which will obtain in 
the Eastern states long before it is felt here. 
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ELECTRIC RAILWAY SECURITIES AND 
FRANCHISE READJUSTMENTS 


By ALBION E. LANG 


Past President American Electric Railway Association 


public are so many and varied that to dis- 

cuss them adequately would require columns 
of printed matter. A subject of deep concern to 
many at the present time, however, is the one deal- 
ing with the proper treatment of already legally 
issued securities when the company’s franchise ex- 
pires or when some readjustment of contracts is 
made between the public authorities and the com- 
pany. The alteration or the renewal of a fran- 
chise invariably involves the lowering of rates, or 
the assumption of burdens amounting financially to 
the same thing, and usually forces a readjustment 
of the outstanding securities. Some assert that 
the security holder has only himself to blame for 
being caught under such conditions; that a railway 
franchise at best is only a permit of limited tenure 


Le relations of the electric railway to the 


“Cities are entitled to receive the lowest 
rates of fare the company can give con- 
_ sistent with good service and future growth 
and development, but rates should be fixed 
under a just and fair valuation, calculated to 
produce exactly these results while at the 
same time preserving intact the capital 


already invested. * * * To adopt any 
other policy now would be not only unfair 
but also unwise, because it would put what 
ought to be a most stable business on a 
hazardous basis, with resulting high interest 
rates and retarded development.”’ 

—Albion E. Lang. 


to use the streets, and that when this franchise 
expires or the authorities wish to change the terms 
of it in any way, the security holder must grace- 
fully submit and take whatever is offered him. He 
knew, or he ought to have known when he acquired 
his stock or his bonds, that he was purchasing an 
interest in a hazardous business and that he would 
have no just cause for complaint if, at the end of 
the franchise term, the property should be seques- 
trated with the exception of the value represented 
by the material as scrap. 

Others, on the contrary, assert that this was not 
the attitude which could properly be assumed by 
the investor from previous acts of the state. They 
fail to see why the property of an electric railway 
should rest on any more precarious a foundation, 
as far as its rights at the end of a franchise period 
are concerned, than that of other public utilities 
which operate under limited franchises, such as 


water works, gas and electric lighting plants and 
even steam railroads, all of which, to a greater or 
lesser extent, also use the public streets in the oper- 
ation of their properties. Rate adjustments which 
have been made by the state with companies of 
these different kinds have been accompanied by fair 
treatment, and the investing public has been justi- 
fied in the past in accepting this fact as an indica- 
tion of what should follow in the case of electric 
railways. In general, then, it may be said that in 
the past this has been the accepted point of view 
when the securities of street railway companies 
have been offered by reputable bankers or bond 
dealers and were issued in due form, and this fact 
is attested by the low interest rate at which mort- 
gage bonds of electric railway companies in the 
large cities have been sold. 

It is fortunate for the country that this view has 
been accepted so widely by investors, for it has re- 
sulted in the development of our electric railways 
far beyond similar enterprises in foreign cities and 
thus has conferred vast benefits in equal measure 
upon both municipalities and individual citizens. 
The growth of the communities in particular has - 
been stimulated by the capital invested by the elec- 
tric railways and the energy with which they have 
extended their lines to outlying districts. These 
facts should make a strong appeal to public officials 
and citizens to protect the electric railway capital 
investments within their communities. Any course 
that retards the development of these systems of 
any city will inevitably be reflected in the growth 
of the city itself and in its real estate values. No 
reputable newspaper or well-informed citizen should 
favor the reduction of rates or an increase in the 
burdens of an electric railway if the result will be 
an impairment of its service or development. 
Cities should receive the lowest rates of fare the 
company can give consistent with good service and 
future growth and development, but rates should be 
fixed under a just and fair valuation, calculated to 
produce exactly these results while at the same time 
preserving intact the capital already invested. 

Such a policy has already been shown to be the 
only equitable one to pursue toward the security 
holders, because it is the one on which the securi- 
ties were bought, and the city acquiesced in the 
plan and reaped the benefit of it. To adopt any 
other policy now would be not only unfair but also 
unwise, because it would put what ought to be a 
most stable business on a hazardous basis, with 
resulting high interest rates and retarded develop- 
ment. 
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TENDENCIES OF PUBLIC OWNERSHIP, ILLUS- 
TRATED BY FEDERAL EXPERIENCE 


By WILLIAM J. CLARK 


Manager Traction Department General Electric Company 


various forms of government has invariably 

come through. representation to, and argu- 
ments made in and before, legislative bodies, to the 
effect that financial benefits would thus accrue to 
their respective communities, states or nations, and 
to the population of these bodies. Disillusion on 
these theories eventually comes through practical 
experience, usually too late, however, to remedy the 
political and economic mistakes thus made. This is 
because the first result from the inauguration of 
public ownership is an enormous increase in the 
total of government employees, as demonstrated 
wherever public ownership has been extensively un- 
dertaken. 

What has already occurred in America as regards 
such increases, and how numerous those now in 
public employ are, few appreciate, but the “Official 
Register” of the United States for 1911, which lists 
those in federal employ for the year 1909, states as 
follows: ‘The growth of the ‘Register’ in size and 
number of names contained was approximately at 
the rate of 50 per cent in each decade previous to 
1907.” 

The publication also shows that in the period 
of two years from 1907 to 1909 this increase 
was proportionately much greater, as it approxi- 
mated 21 per cent. It also states that the number 
of federal employees in 1909 was 370,065. Hence, 
if the last rate of increase has continued in sub- 
sequent years, their total is at present more than 
500,000, which is doubtless true. 

From the census returns of 1910 it is evident the 
employees of the states and their minor divisions 
of civil government now also aggregate more than 
500,000. Consequently, the total number of public 
employees of all kinds in this country is already 
more than 1,000,000, or approximately one for each 
fifteen votes cast in the last presidential election, 
the result of which was decided by a plurality of 
only 2,173,512. 

If the ownership of railroads and other public 
utilities should be acquired by our various charac- 
ters of government, an addition of more than 3,000,- 
000 would be made to the total present number of 
public employees, and one would then exist for each 
four of our present voting population. What an 
opportunity would consequently be afforded for the 
unjust perpetuation of political power and repres- 
sion of the will of the people not in government 
employ need not be elaborated, for it is obvious that 
under such conditions even the referendum would 


[ve undertaking of business ventures by 


afford a powerful means of assistance to machine 
politicians in the attainment of their unworthy and 
dangerous ends. 

So, if public ownership were universally adopted 
in this country, bringing with it the inevitable 
political situation just outlined, there would never 
be a departure from it, no matter how unfortunate 
its results were to the true interests of the country 
and its citizens. 

Let us now turn to another inherent, fundamental 
feature incident to public ownership. 

Unquestionably, that which basically causes and 
encourages the development of corruption, extrava- 
gance and inefficiency of every name and nature in 
such connection rests in the defects, inaccuracies 
and misrepresentations of public accounting, the 
foundation for which is laid by the methods fol- 
lowed in legislative procedure, which alone can 
bring public ownership in this country. The finan- 
cial riders to general legislative acts and appropria- 


“The total number of public employees of 
of all kinds in this country is already more 
than 1,000,000, or approximately one for 


each fifteen votes cast in the last presiden- 

tial election, the result of which was decided 

by a plurality of only 2,173,512.” 
—William J. Clark. 


tions made under misleading titles, which are so 
common in all of our legislative bodies, force such a 
condition or at least are directly conducive thereto. 

These statements can be verified by the citation 
of innumerable instances where their truth has 
been demonstrated by experience throughout the 
civilized world, and volumes could be written upon 
the details of undesirable resultants therefrom. 
Time and space, however, prevent the writer from 
now fully demonstrating this contention through 
citation of many well-established facts in such re- 
gard and force him to limit his efforts in so doing 
to a brief and only partial description of two situa- 
tions of our federal government in this respect. 

The lessons thus taught, however, will apply, in 
principle, at least, to any and all forms of public 
ownership, and they have a direct and important 
bearing upon what might result from the legisla- 
tion now pending in Congress, which would provide 
for the public ownership of all electric railways 
that are located within or enter the District of 
Columbia. 
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“One town with a population of 799, whose 
post-office receipts are too small to be de- 
termined, has an authorization for a post- 
office building estimated to cost $48,125. 
Another, whose population is 741 and whose 
gross receipts are $6,158, has a like appro- 
priation of $60,000. Another, whose popu- 
lation is 836, and whose gross post-office 
receipts are $5,684, has an appropriation of 


$50,000.”’ 
—William J. Clark. 


Official publicity has never been given to the fact 
that federal buildings used for post-office purposes 
do not cast the slightest burden of investment, with 
its proper interest charges, upon the Post-office 
Department, nor does this department pay for the 
care and maintenance of these buildings. The ac- 
counting methods of the Post-office Department and 
the statements of its net financial results are, there- 
fore, misleading to the extreme, as the investments 
and expenses just referred to are cared for by 
Congressional appropriations made to the Treasury 
Department, and from which no financial return is 
ever shown. 

It is regretted that the combined total number 
of public buildings partially or entirely used for 
post-office purposes, and the extent of the financial 
obligations from which the Post-office Department 
is relieved by, their existence, cannot be readily 
ascertained. Descriptive of this condition, how- 
ever, Henry A. Castle, formerly auditor for the 
United States Post-office Department, has publicly 
stated as follows: 

“The fallacy of calling our postal system self- 
sustaining, even if on the face of the books and on 
its present foundation it should fail to show a 
deficit at the close of some fiscal year, does not 
occur to casual observers, but it is recognized by 
all who study the subject. A railway company 
doing a business of nearly $1,000,000,000 a year, 
which was required to pay no interest on bonds or 
dividends on stock, would be a financial phenome- 
non. It is conceivable that the mail service might 
be so managed by a corporation as to yield satis- 
factory results and pay a small dividend, provided 
it performed no gratuitous services for the govern- 
ment as a condition of its existence. As now man- 
aged the Post-office Department has no ‘plant’ what- 
ever. All it owns in the way of personal property 
is mail bags, mail locks, letter boxes, carriers’ bags, 
and a few similar inconsequential items of equip- 
ment. Even in public buildings it is the tenant of 
the Treasury Department.” 

The invariable arguments urged in Congress for 
the construction of public buildings have, however, 
been that monetary savings would result to the 
government from their erection. An official state- 
ment of the present Postmaster General also defines 
the construction of these buildings.as an extensive 
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business undertaking. Consequently their erection 
can be considered as a government owned commer- 
cial proposition, from which results of like charac- 
ter have, in fundamental theory at least, been in- 
tended and expected, as well as elaborately pictured. 

The report of the public buildings commission 
made to the present Congress throws much light 
upon true conditions in such regard, and the mem- 
bers of the commission are to be congratulated upon 
their efforts to eliminate the more serious economic 
evils, extravagances and incongruities existing in 
connection with this matter.. The patriotic, disin- 
terested stand of the Hon. A. 8. Burleson, Post- 
master General and a member of this commission, 
is especially commendable, for the continuance and 
expansion of the present methods of Congress on 
appropriations for public buildings would, as al- 
ready indicated, so operate as to improve the fal- 
lacious net showing of his department. 

The following directly appears in or is made 
apparent by the report of the commission: 

“There has been authorized for public building 
sites and construction in twelve years, $163,085,- 
431, an average of $13,590,452 per year.” 

“The public buildings act, approved March 4, 
1918, authorized the expenditure of $41,797,350 for 
buildings and sites through the Treasury Depart- 
ment.”’ } 

“In the construction, maintenance and operation 
of public buildings, the government has entered 
upon a great business enterprise. For the past 
three years the average expenditure for sites, con- 


struction of buildings, maintenance, operation and 


all other expenses, was $20,000,000 per year. Of 
this sum $2,706,754 represents the average ex- 
penditure for maintenance, and $3,495,686 repre- 
sents the average expenditure for operation of 
buildings. In all of these figures no account is 
taken of interest on money invested.” In subse- 
quent calculations, however, the commission con- 
siders the rate of such interest as 3 per cent, which 
is unquestionably too low in view of the present 
tendency toward increase in the rates of interest 
throughout the world, caused principally by war 
conditions abroad. 

“The only limitation now placed upon the author- 
ization of public buildings is the requirement that 
buildings for post-office purposes only shall not be 
authorized where post-office receipts have not 
reached $10,000 per year.” 

While, as already remarked, a full list of build- 
ings used or authorized for post-office purposes and 
the particulars in regard to them is not obtainable 
by the writer, 129 exceptions to, or violations of, 
the limitation just cited, are alone shown by tabula- 
tions contained in the commission’s report, entitled: 
“Buildings Authorized Prior to 1913 but Not Acted 
on by Nov. 1, 1913.” “New Buildings in 1913 Act.” 
“New Sites and Buildings, 1913 Act.” “Sites in 
Act of 1913.” 

These fall far short of enumerating all existing 
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public buildings used for post-office purposes or 
which have been provided for. These tabulations, 
however, give 394 instances where the estimated 
cost of maintenance, with 3 per cent interest on the 
cost of public buildings, far exceeds the present 
rental paid for post-office accommodations in such 
locations, and in many instances this excess is sev- 
eral times greater than the present rentals paid. 

The report remarks upon this feature, that the 
average rental of 508 post-offices having receipts 
of $10,000 or more, not now situated in govern- 
ment buildings, was $822, and it estimates the addi- 
tional annual cost from locating them in govern- 
ment buildings at an average of $2,594 per post- 
office—this based upon an interest charge of only 
3 per cent. Consequently, if this is done, an addi- 
tional and not easily discoverable annual expense 
will be incurred by the government of $1,317,752, 
which would favorably increase by that amount 
the already fictitious financial showing of the Post- 
office Department. 

The Postmaster General, in supplementing the re- 
port of the commission, states as follows: 

“Public buildings have been authorized in the 
past for places where the needs of the government 
do not now and probably never will require such 
accommodations. Authorizations have been made 
for buildings costing more than $50,000 in places 
where the population is less than 1000. Such build- 
ings would be large enough to house the entire 
population, and their authorization is indefensible. 

“The interest of the government, therefore, re- 
quires that a building for post-office purposes only 
shall not be authorized for any place unless the 
rental paid for government offices is as much as 
$1,000 per annum, and then only when either the 
gross post-office receipts amount to as much as 
$15,000, or the population as much as 5000.” 

The tabulations contained in the report of the 
commission, and previously alluded to, show the 
following departures from the essentials to their 
justifiable erection, as defined by the Postmaster 
General. 


Post-offices for which public buildings have or are to be 


provided, where the rental is less than $1,000........ 3874 
Places where the population is less than 5000......... 319 
Places where the gross receipts are less than $15,000... 288 


As pointed out by the Postmaster General, such 
glaring inconsistencies and violation of all reason 
as these appear in the report of the commission: 
One town with a population of 799, whose post- 
office receipts are too small to be determined, has 
an authorization for a post-office building estimated 
to cost $48,125. Another, whose population is 741 
and whose gross receipts are $6,158, has a like 
appropriation of $60,000. Another, whose popula- 
tion is 836 and whose gross post-office receipts are 
$5,684, has an appropriation of $50,000. 

Contrasted with these conditions, as is generally 
known, there are comparatively large cities which 
have no government owned buildings or appropria- 
tions therefor, yet their gross post-office receipts are 
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Results from Federal Supervision of 
National Forests 


$11,967,630.09 
26,515.040.81 


eecelpis. (ora es yee 
Disbursements 


ee ee ee we we 


Deheita: so. x. Are oe $14,547,401.72 


*Not including a total of $2,642,519.38 contributed to 
states and territories on account of the national forests. 


—Statistics compiled by William J. Clark. 


much greater than those of the offices mentioned. 

Great incongruities also exist in the relative cost 
of public buildings as fixed by congressional appro- 
priations, for the Postmaster General shows such 
wide variations therein, as from an average of $5 
to more than $21.50 per square foot of floor space, 
and on the estimated number of employees to be 
cared for ten years hence, ranging from approxi- 
mately $1,000 to $5,000 each. 

It is almost unnecessary to remark that the 
“Official Report” just quoted from, and the facts 
which it reveals, evidence the inherent general 
tendencies of and the results which come from 
public ownership, as already outlined herein;. espe- 
cially as regards the inaccuracies of government 
accounting and the easy conversion of expected 


TABLE COMPILED FROM OFFICIAL GOVERNMENT RECORDS SHOW- 
ING RESULTS FROM FEDERAL SUPERVISION OF 
NATIONAL FORESTS. 


Receipts. 
Total Seven 

Years, 1906 to 

1912 inclusive. 

Sting ofr GEER diol & OnE Ee OREO NC RILIEED ot oe aan $5,095,821.91 
AMINE sSSCEOLMGTIG) «a, aia in.afeiva (tole aleve lel euellonelietat ane! efeys 209,366.83 
LRM TeME GILG SID USS lo liatie duos buaccneisnetecalch Ge epehepenete epnie evens 319,152.04 
(GURNEE? ou aS OCR SOIC HEROIC Re Cie Sorc oto O Gicromeacrat 6,242,279.57 
GAZI ERESTIAUSS so o0 mils sclisveteyauauyrictions ascalleNan> aaatis (vel site 22,862.14 
SIC CL AMES OR tacts a oicte ave & «lends eh cco wrayer aca 281,603.28 
UG CaC RAS UGS on cack sis iere sth cue) ste Stews aemale yeh cueraeie ei atane 40,593.98 
PVN Heal STS MUDD OWE Evenrettad alas iia: pivame. Stee we walal ace) Gils goilaltette bef ¢ aye lous 7 50,562.98 
PIG Cute arene ogee Pas sets et 'arisjarce. at oRouestagate cit retelpel iorteeite:evaits $12,262,242.73 
EROTIC heme preieiewenciictianas sya ce) Co sc vars) cevitagaiht «: St o)iama ae lokenetenchs 294,612.64 


PNG Cet OCCLD USael oy le oie. ao, ccs eee a | Mew ahion werhenee tons 11,967,630.09 
Amounts paid states and territories for roads 
PUTICUSCMOOLS: ohteca cl atsns.s0, 0 d-sceleedie Aas ou eee Moe $2,606,431.63 


Amounts paid Arizona and New Mexico for 


SO MOOUP UIE Gl fara aoohe sewers, arch ih ol cpaushensac. ovoltey ey emotes Revels 36,087.75 
Disbursements. $11,741,486.54 

SNIHES AS. 5 Ghee ORO OP LOR Rrrnes Oa Aitlicdo.o nd crenencto 6 aeon : ; 55) 
ERR OlMMew ER vier sions ameter ante cushs caseen Te cueue Or elielak oy ola fater ete 729,711.14 
TENGEN. Jc ohio 3/5, REL OR enero tid Garona fc Gon ODS 189,704.38 
Supphlesrand: equipment), .c. «ic. crs «es syst ae ale cise, © 460,056.30 
GGEhenesan eral GX PENS (ara evaiiele onc a] oe ceeleye lta del’e ehelors 13,253.39 
Motal. administration and. USEs. 0 em. <\.ee Po eaetet op 

IE YTOUGONIS TIN GENE ON at's ’o co aritrie. wi abie' eh wus, & 7aule, ony ou niktofane Sete eltose dO Oe 2,546,551.45 
Fire ee Te seen ORR a tre RES TRO hs Seca tener 1,481,160.31 
otal On wational LOLESUS srw ries ciate eg eys ole $18,855,923.45 
Administration, supervision, inspection, etc, hs 
properly chargeable as national forest cost. . $5,491,160.22 
Oreste MLVESTIS ATION) oie slamiete cs ocin cin chae'e «ems 2,167,957.14 
Total for forest service work............. $26,515,040.81 


PXCtUaleRECelpts AS DOVE. steers iso laleyale stale elle 11,967,630.09 


Deficit, not including a total of $2,642,519.38 
contributed to states and territories on ac- ae 5 
count’ of the national forests.......0+.6.s05. $14,547,410.72 


economic benefits therefrom, into financial burdens 
which must be borne by the public at large. 

In recent years, both before the public and in the 
halls of Congress, probably no feature of federal 
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government ownership, other than the Panama 
Canal, has been so thoroughly discussed or claimed 
to be of greater immediate economic benefit to the 
nation as a whole than our national forests. 

Resulting therefrom has come a material increase 
in the number of federal employees. 

Whether or not federal accounting in connection 
therewith reveals all expenses thus incurred is not 
determinable, but the table on the previous page, pre- 
pared from official government records, shows what 
in accordance therewith have been the recent finan- 
cial results secured from our national forests. 
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The two amounts last mentioned have, of course, 
been paid for out of the general funds of the federal 
government that had been raised by taxation of 
some name or nature. 

Obviously the undesirable net financial results 
thus shown need not be elaborated other than per- 
haps to direct attention to the fact that the salaries 
directly paid in the service alone aggregate approxi- 
mately the same amount as its total actual receipts ; 
while in addition, it has cost more than 45 per cent 
of this amount to administer, supervise and inspect 
the service. 


REGULATION FROM A COMMISSION 
VIEWPOINT 


By WALTER A. SHAW 


Commissioner, State Public Utility Commission of Illinois 


assembled Jan. 1, 1913, appointed a commit- 

tee to make a thorough investigation of the 
laws passed by the various states creating public 
utilities commissions and the work of these various 
commissions. The committee, after a thorough in- 
vestigation, reported in detail on the subject and 
recommended the passage of a law creating a state 
public utilities’ commission. This recommendation 
was concurred in, and such a law placed on the 
statute books of the State of Illinois. 

The law as passed provided that it should go 
into effect on Jan. 1, 1914, and that the commission 
should be composed of five members to be named 
by the Governor. A few days prior to the day when 
the law went into effect, the present State Public 
Utilities Commission was appointed, and on Jan. 2, 
1914, assembled and proceeded to organize for busi- 
ness and to carry out the duties imposed upon it. 
One of its first duties was to establish the nucleus 
of a working organization to carry out and put 
into effect the provisions of the law and also to 
provide an organization sufficient in size to take 
care of the immediate work and capable of being 
increased as the demands made upon the commis- 
sion increased. 

As was expected, the first eight months of the 
life of the commission have been hard, trying 
months, as the commission was starting with a new 
and untried organization and a new and untried 
law, and the demands made upon the commission 
were varied and many. 

At the present time the commission has an ef- 
ficient organization to cope with the duties imposed 
upon it, practically all of its work has been com- 
pleted up to date, and it is in shape to take up 
promptly and intelligently all demands which are 
made upon it. 


T HE Legislature of the State of Illinois which 


The commission finds that during the last eight 
or ten years large combinations have been made, 
both as to capital and plants for the serving of 
municipalities and. the public in the state of Illi- 
nois. The tendency with electric and steam roads, 
as well as with municipalities, has been to reor- 
ganize and arrange themselves into large units. 
For example, in the city of Chicago, not many 


“I believed that the public, as a mass, is con- 
vinced that as an economic proposition, 
combination and consolidations of public 


utilities, if properly managed and governed, 
eae be allowed and will result in a bene- 
t to all.”’ 


—Walter A. Shaw. 


years ago, there were several gas companies, sev- 
eral electric companies supplying energy and power, 
numerous street railway lines serving different sec- 
tions of the city, and four distinct corporations and 
lines of elevated railroads acting independently of 
each other and under different managements. 
Within recent years, consolidations have been 
made and approved by the municipality, creating 
one gas company, one electric company and one 
unified street railway system, with a universal 
transfer system covering the entire city, and the 
elevated railroads are now operating under one 
management, and a passenger may ride for one fare 
to any part of Chicago to which the elevated roads 
extend. As to telephones, Chicago has been, I 
might say, fortunate in having practically but one 
system. In years past such cities and municipal- 
ities as Evanston, Oak Park, Blue Island, etc., which 
are suburbs and tributary to the city of Chicago, 
had independent plants for the furnishing of light, 
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power, heat, transportation, etc. Now, we find that 
these various corporations and plants have been 
combined, and in the main, with the exception of 
transportation, are operated as one company. 
Through the State of Illinois, in many localities 
and municipalities, holding companies have been 
formed and have purchased the plants in the vari- 
ous cities and localities, and what have hereto- 
fore been operated as individual plants are now 
operated as one unit, the tendency being to aban- 
don many of the individual plants and to supply the 
energy, as far as possible and practicable, from 


one central plant, located at a point most advan-. 


tageous for the serving of the surrounding cities 
and community. The theory of the combinations 
has been that great savings can be made in oper- 
ating expenses, maintenance, etc., as well as great 
savings as to duplication of plants, distribution 
systems, appurtenances, etc., by the installation of 
larger and more economic units whereby the cost 
of production is greatly reduced. At least this has 
been the representation to the people, and, in gen- 
eral, the various governmental bodies having juris- 
diction have aecepted this theory, and have given 
permission for the forming of such combinations 
and consolidations. Theoretically, the statement is 
correct, as it necessarily follows that where there 
is a duplication of this kind, someone must pay, al- 
though temporarily, through competition, the peo- 
ple might obtain those commodities at a less cost; 
but if there is not a fair return upon a fair value, 
somebody eventually must lose, and if an analysis 
is made that somebody will be found to be the 
public. 

I believe that the public, as a mass, is con- 
vinced that as an economic proposition, combina- 
tion and consolidations of public utilities, if prop- 
erly managed and governed, should be allowed and 
will result in a benefit to all. The question that 
now confronts the public is, how shall they be 
governed? Naturally, in one of two ways: either 
through the agency of the legislative bodies of the 
various municipalities or through the agency of 
the state through a properly organized public util- 
ities commission, exercising the police power which 
is inherent in the state. 

The police power, which is practically the only 
power for the regulation of utilities, as I have said 
before, is inherent in the State and remains so 
unless by an act of the Legislature a municipality 
has been authorized to make a special contract. 
Therefore, it naturally follows that the State has 
the direct power to regulate properly all utilities 
within the State whether they are owned by hold- 
ing companies, single corporations or individuals. 
In the exercise of this power the rights of all 
parties interested, including the public, should be 
properly protected. - ; 

As between the party investing his capital and 
the party served, the law provides that capital in- 
vested shall receive a fair return for a fair value. 
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“Both the public utility corporations and the 
public _ought to receive their legitimate 
shares in all reductions in the cost of man- 


ufacture and distribution of the output of the 
companies.”’ 


—Walter A. Shaw. 


Therefore, any state utilities commission, in treat- 
ing with companies. serving the public, must insist 
that the public shall receive sufficient and adequate 
service for a fair compensation based upon a fair 
value of the investment. 

One of the first duties which a state public util- 
ities commission owes to its citizens is to see that 
adequate service is rendered by the corporation serv- 
ing the public. Hence some of the more important 
things with which a commission has to deal is the 
investigation of all legitimate complaints, the adop- 
tion of proper rules and regulations and the exercise 
of a proper supervision of the public utilities 
through the agency of a service department so that 
it will know that the utility companies carry out 
and live up to the rules and regulations adopted and 
that adequate service is rendered. The commission 
should also see that proper rates are charged for the 
service performed, and by this I mean rates which 
will return to the utility companies a net income, 
which, after the deduction of all legitimate charges, 
will be a fair return upon money invested. 

These important acts in the regulation of utilities 
are undertaken by the state utilities commission in 
the states in which they exist. Where there are no 
commissions, this regulation is undertaken and per- 
formed by City Councils. In Illinois the commis- 
sion may take up the subject of rates upon com- 
plaints filed by associations, individuals, City Coun- 
cils, etc., or the subject may be taken up by the 
commission upon its own initiative. The adoption 
of a proper rate which will give fair return upon a 
fair value for the property used and needed by the 
company in serving the public is fixed after a com- 
plete investigation by competent experts. In addi- 
tion to a fair return upon a fair value, the utility 
company should also be allowed to make its charges 
for services rendered sufficiently high to take care 
of maintenance, depreciation, obsolescence, etc. 

In making a rate for a large city where the cap- 
ital invested is large, it often happens that both the 
company and the city are represented by experts, 
and it sometimes happens—on account of past griev- 
ances between the municipality and the companies— 
that the object in view is lost sight of by both sides. 
The people have become prejudiced because of in- 
adequate service given in the past, and in many in- 
stances exorbitant rates are charged. Often the 
utility companies have taken the position that they 
had a right to charge a rate based on an over- 
capitalization and to have a return upon a plant in 
which, for various reasons, the cost of construction 
has been excessive. In other words, they use all 
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possible excuses to make the rate as high as possible, 
and they ignore the principle of a fair return based 
upon a fair value. 

After a rate is finally fixed and determined, after 
thorough investigation and consideration, to be fair 
both to the public and the capital invested, the cor- 
poration may appeal from the findings of the com- 
mission. If the corporation honestly believes that 
it has not been treated fairly and that a fair return 
is not allowed upon a fair value, it cannot be blamed 
for resorting to the courts. But it ought to realize 
the interpretation which will be put upon such ac- 
tion by the public, namely, that it is an attempt on 


the part of the corporation to gain delay in putting: 


in force a proper rate and the hope that the courts 
will legalize an exorbitant charge. The company 
should also take into consideration the tendency of 
the times, which is the regulation of public utilities 
by commissions rather than by competition, that 
regulation by commission is beneficial to the com- 
panies because it prevents a waste of capital and 
that the principle is one which the companies should 
support. Is not capital short-sighted when it re- 
sorts to tricks of law and other means at its com- 
mand with the object of finally establishing a rate 
which is not just and reasonable? 

If, in the future, the process of rate making by 
public utilities commissions is handicapped with ex- 
pensive proceedings before commissions, if methods 
are employed by the investor that are unjust and 
unreasonable, and the adjusting of a rate is fol- 
lowed by long and continued fights in the courts, 
will not the people become disgusted and the method 
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of governing utilities by commissions be a failure? 
And will it not be a fact that, as a natural conse- 
quence, municipal ownership will follow? At pres- 
ent, the people, as a mass, are inclined to believe 
that the attitude of the corporations before the pub- 
lic is unfair and has been unfair; that the prime ob- 
ject of the corporations is, and has been, to charge 
rates which are excessive, and that their purpose is 
to return dividends upon securities that represent 
little or no value. Why is this? I believe the rea- 
son is that in the past many corporations have been 
unreasonable in their attitude towards the public. 
Capital has not taken the people into its confidence 
to the extent that it should. It seems to me to be a 
fair proposition that the public is the principal and 
the utility corporation the servant. 

Finally, the writer believes that both the public 
utility corporations and the public ought to receive 
their legitimate shares in all reductions in the cost 
of manufacture and distribution of the output of the 
companies, secured by economical management and 
by taking advantage of improvements in the art, in 
machinery, etc. The public can obtain the best re- 
sults only when there is an inducement to the cap- 
ital invested in these undertakings which supplies 
the incentive to maintain and keep the plants strict- 
ly up to date and to be continually on the alert to 
take advantage and adopt the most modern methods 
known to the art. Utility commissions of various 
states could well give this thought serious considera- 
tion, and possibly much good would result if the 
various commissions would interchange ideas on 
this subject. 


THE EXPIRING FRANCHISE 


By CALVERT TOWNLEY 


Assistant to the President Westinghouse Electric & Manufacturing Company 


Franchise. A particular privilege conferred by 
grant from a sovereign or a government and 
vesting in an individual or individuals a right or 
privilege conferred by a superior jurisdiction or 
government and not belonging of common right 
to the members of the public—Webster’s 
Dictionary. 
STREET railway cannot be operated without 
a franchise. A street railway is expected to 
continue in service indefinitely; therefore 
there never will come a time when its franchise may 
cease. But the public will neither trust the trolley 
companies with perpetual franchises, nor will the 
public trust themselves now to make terms which 
they are willing should endure beyond a limited 
term. They know that a franchise will be neces- 
sary perpetually, but they believe that only by 
granting it for a limited term will they be 
able, at its expiration, to impose on the street 
railway conditions more favorable to them- 
selves and more onerous to the company than 


would be acceptable now. Now, confidence begets 


confidence and distrust engenders distrust. If the 
public will not trust the street railways it can hardly 
be expected that the street railways will trust the 
public. 

If the street railway is to be deprived en- 
tirely of its power to earn money at the expiration 
of a fixed period on pain of submitting to unknown 
burdens at that time, the street railway will only be 
built now if its projectors can feel reasonably sure 
of getting their money back, and their profits as 
well, by the time the franchise expires. If a street 
railway could be constructed for a fixed sum and 
thereafter required no additional money, the amorti- 
zation of its investment in any given period could, 
of course, be readily calculated. Under these cir- 
cumstances an estimate could be made in the begin- 


ning as to whether there would be sufficient prof- 


its from operation to amortize and retire the capital 
investment at the maturity of the franchise. Un- 
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fortunately such is not the case. If anyone were to 
suggest that the public to-day could properly be 
served with the street railway construction and 
equipment common twenty or even ten years ago 
the proposer would be ridiculed, yet there are appar- 
ently many otherwise. well-informed people who 
seem to think that the street railway of to-day will 
give sufficient and satisfactory service ten or twenty 
years hence. No one can claim accurately to fore- 
cast the future, but judging by the results of the 
past we shall be within the bounds of reason in 
saying that in twenty years it will be necessary 
at least to double the amount of money required 
to-day to construct an up-to-date street railway sys- 
tem, suitable to give sufficient and satisfactory serv- 
ice in the average American city. As the additional 
money will be needed in varying amounts from year 
to year any advance amortization calculation is put 
entirely out of the question. It might be possible 
to take sufficient money out of earnings annually to 
amortize the investment in fifty or forty or, may be, 
even in twenty-five years, provided no additional 
money is put into the enterprise. But if this is 
done, and it will have to be done from year to year 
if the property is kept up to date, the amortization 
period forthis additional investment becomes shorter 
and shorter as the time for the expiration of a 
limited franchise approaches. The result is that 
toward the end of the franchise period the impossi- 
bility of amortizing any additional capital during 
the short period of life remaining in the franchise 
will prevent any additional investment in the busi- 
ness, and this will mean impaired service, a dissat- 
isfied public, rows, recriminations, and all sorts of 
disagreeable occurrences. In the last analysis the 
blame for this condition cannot be placed on the 
railway, but squarely rests upon the shoulders of 
those who originally insisted upon an entirely un- 
economical and unworkable term franchise. 

The foregoing facts are by this time well known 
to almost everybody, and the vital question is: What 
workable arrangement can be made? 

I take it that the controlling necessity is suitable 
transportation facilities. In view of the present 
public temper it is probably futile to suggest a per- 
petual franchise. It is equally sure that unless in- 
vestors believe they will get their money back they 
will not put it into street railway securities. There 
is a hazard to this business as there is to every 
business. In the past it has been developed with 
great rapidity because along with the hazard went 
the chance of a considerable profit. If we take away 
this chance of profit we remove one of the greatest 
incentives to street railway growth, and that means 
the retardation of all sorts of civic growth in the 
communities served by its railways, and no one 
wants to lose this distinctively American aid to the 
country’s progress. It is easy to point out objec- 
tions to either the perpetual or the fixed-term fran- 
chise. It is by no means so easy to propose a gen- 
eral plan which will avoid these difficulties and ob- 
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“Probably the plan which comes nearest to 
meeting most of the objections from either 
side is that of a franchise irrevocable for a 
liberal fixed term, and continuing thereafter 
under the same terms and conditions until 
renewed on terms mutually agreed upon or 
until the municipality elects to purchase the 
property at its then ‘fair value.’ ”’ 

—Calvert Townley. 


jections, but probably the plan which comes nearest 
to meeting most of the objections from either side 
is that of a franchise irrevocable for a liberal fixed 
term, and continuing thereafter under the same 
terms and conditions until renewed on terms mutu- 
ally agreed upon or until the municipality elects to 
purchase the property at its then “fair value.” If 
a municipality refuses to trust a company for longer 
than a limited term of years it must accept a like 
refusal on the company’s part to trust the munici- 
pality. The bargain is made for a fixed term. If 
the company loses money or if it makes money it 
should stand the loss or be entitled to the profit, 
but both it and the municipality should be in the 
same free and independent positions as regards bar- 
gaining rights when a new franchise is to be nego- 
ciated as when they first made the trade for the 
original franchise. There must be no duress. This 
is secured when the municipality is obligated to 
take the property at its fair value. There can be no 
honest objections and no commercial hazard in buy- 
ing a business at its real worth. “Fair value” is 
a term already pretty clearly defined by the courts. 
Its meaning will almost certainly be more fully set- 
tled as time passes. Something must be left unde- 
termined, and as no one desiring to buy or sell at an 
“unfair value’ has any logical claim to considera- 
tion, why not trust the courts to say what really is 
fair? There is no agency having or likely to retain 
the confidence of all concerned to any greater degree. 

Something certainly must be done. It does no 
good to rail at the municipalities or to call the com- 
panies hard names. Neither franchises nor the 
much-needed money will be secured by this means. 

No plan is perfect; and an obvious objection to 
the foregoing one is the fact that no one can fore- 
tell that capital will continue to be attracted to street 
railway investments during the next, say, fifty 
years, even if no additional burdens are imposed 
on the investor. Security selling is competitive, 
and it may very well be that the chances for larger 
returns will be so much better elsewhere that 
greater inducements than exist at present will 
have to be offered to secure capital for street rail- 
way additions and betterments. However, should 
that condition arise, those in command at the time 
will have to face the situation and show the com- 
missions or other regulatory bodies that through 
increases in rates of fare or by some other means 
the necessary additional yield must be forthcoming. 
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CO-OPERATION AND HARMONY BETWEEN 
COMPANIES, COMMISSIONS AND PUBLIC 


By TRAVIS H. WHITNEY 


Secretary New York Public Service Commission, First District 


service commissions for the regulation of gas 

and electric companies, railroads, street rail- 
roads and allied transportation companies. This, 
with the Wisconsin commission, marked the com- 
mencement of so-called strong commissions, that is 
to say, commissions with power to investigate, to 
hold hearings, to make orders and to approve fran- 
chises, leases and securities. Prior to that time 
there had been in existence a considerable number 
of state commissions with mere power to investigate 
and make recommendations to the companies but 
without power to make orders. Following the New 
York and Wisconsin precedents a number of states 
have since created similar commissions, until now 
practically every state in the union has a commis- 
sion of one form or another. Representatives of 
the companies interposed strong objections to such 
legislation, alleging infringements of their consti- 
tutional rights and predicting constant interference 
with their internal affairs and disaster to their suc- 
cess if such commissions were created. 


I: 1907 the State of New York created two public 


“One might almost say that the companies 
and the public have ceased to criticise each 
other because of the love of criticising a 
common enemy.” 

—Travis H. Whitney. 


Although in the beginning there was active criti- 
cism, first by the companies which alleged a too 
close supervision by representatives of the public, 
and second, by the public that there was lack of 
sufficient supervision, one might almost say that 
the companies and the public have ceased to criticise 
each other because of the love of criticising a com- 
mon enemy. Due to the great growth of public opin- 
ion and the change of attitude of the corporation 
officials towards the public the commissions are 
now the means of co-operation between the public 
and the companies, the value of which is recognized 
by both. 

The Public Service Commission for the First Dis- 
trict of New York has jurisdiction within the city 
of New York, and the commission for the Second 
District over the remainder of the State. The com- 
panies within the jurisdiction of the former, of 
which I can speak more particularly, do about 20 
per cent of the entire business of the country within 
their respective fields. The exactions of the enor- 
mous population concentrated within this small area 


are constant and require prompt attention. The 
average state commission deals largely with freight 
rates and freight service. This commission has 
chiefly questions of the adequacy of passenger serv- 
ice on urban lines, street, elevated and subway. The 
receivership and reorganization of the largest street 
car system in the city, as well as the various gas 
and electric rate cases, have required the appraisal 
of approximately $300,000,000 worth of corporation 
property. Such appraisals have been detailed and 
thorough. The commission has continued its work 
to the best of its ability and the present indication 
is that the commissions are permanent institutions 
and that the forthcoming constitutional convention 
will include them as constitutional offices with a 
broad grant of power. 

It is not my desire, however, to give any detailed 
review of the work of the commission, but in a very 
general way to indicate what is perhaps the most 
important future field of regulation work. Public 
service corporations are under the affirmative duty 
(imposed not only by statutory law but by the com- 
mon law) of rendering adequate service at reason- 
able rates with safe and adequate equipment. To 
see that they complied with these duties the com- 
mission received the following general powers: 
To order adequate service. 

To order safe and proper equipment. 

To order reasonable rates. 

To prescribe uniform systems of accounts. 
To require periodic and other reports. 

To approve securities. 

To approve franchises and leases. 

8. To investigate. 

The first three indicate the results expected by 
the public. The other powers are given as means to 
secure such results. 

If the duty of rendering adequate service at rea- 
sonable rates with safe and proper equipment is to 
amount to anything standards must be established 
by superior public authority; such standards must 
be uniform for similar classes. In my opinion this 
constitutes the chief field for future regulatory 
work, namely, the establishment and necessary grad- 
ual modification of uniform standards, inspection 
and supervision to secure compliance and finally 
publicity to the resulting reports. Effective regula- 
tion is dependent upon faithful performance by the 
commissions of these duties. 

The Interstate Commerce Commission long ago 
prescribed a uniform system of accounts for steam 
railroads. This is the basis for similar uniform 
systems of accounts for steam, electric and other 
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public service corporations, modified for the various 
classes and sizes of corporations. The form of an- 
nual report prescribed by the Interstate Commerce 
Commission and based upon the uniform system of 
accounts has likewise been the basis for periodic 
reports required of other corporations. The First 
District commission has found it necessary to make 
various modifications in these systems and reports 
to meet the conditions within its jurisdiction. In 
the way of reports it requires annual, quarterly 
and monthly statements and, with respect to certain 
phases of operation, daily reports. Prompt and ade- 
quate publicity is given to such reports or to sum- 
maries thereof by the issuance of bulletins to the 
press and to individuals who are interested in hav- 
ing them. 

If corporations of a similar class are required to 
keep their accounts in accordance with a uniform 
system and to make frequent reports, and if public- 
ity is given to such reports there will be in the hands 
of prospective investors such adequate information 
with respect to the corporations in question that the 
market price of securities will be a true index to the 
real value of the property of such corporations. As 
a consequence the mere approval of the issuance of 
stocks and bonds becomes relatively unimportant, al- 
though the retention of such approval would seem 
to be wise in order to keep in the hands of the com- 
mission a further occasion for the checking or re- 
checking of the methods by which a company is com- 
plying with the requirements of the commission with 
respect to its accounts and property. For example, 
at the present time various corporations in New 
York City which have made additions to property 
are keeping the commission fully informed with re- 
spect to such work in order that the commission’s 
engineers may examine work during its progress 
and pass upon the bills as they are paid. When such 
companies subsequently apply for approval of bonds 
to pay for such permanent additions the work of in- 
vestigation will have already been done and the 
matter of approval is to that extent routine but 
nevertheless important. 

If accounts are kept in a manner prescribed, in- 
cluding allowances for depreciation and other ac- 
counts so often neglected in the past, the operating 


men can more adequately maintain and operate their » 


eauipment and service. To aid in this, the com- 
mission has prescribed standards for such matters 
as fenders and wheelguards, ventilation, brakes and 
protection for employees of electrical companies. In 
the matter of equipment it requires companies to 
submit plans and specifications of rolling stock about 
to be purchased in order that suggestions of possible 
improvements may be made. Orders respecting elec- 
tric railway service have been made in which con- 
tinuing standards are attempted, that is to say, that 
cars must be run either to the physical maximum of 
the line or sufficient to have the seats equal the num- 
ber of passengers within a limited period, such as 
ten or fifteen minutes. 
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“In my opinion, this constitutes the chief 
field for future regulatory work, namely, the 
establishment and necessary gradual modifi- 
cation of uniform standards, inspection and 
supervision to secure compliance and finally 


publicity to the resulting reports. Effective 
regulation is dependent upon faithful per- 
formance by the commissions of these 
duties.” 


—Travis H. Whitney. 


In the beginning it was apparently the general 
idea that the commission was a. great tribunal to 
redress every complaint that might be made. The 
very name “Public Service Commission” denoted a 
commission for the benefit of the “public service.” 
One day a man came to the office to dictate and have 
typewritten his answers to certain inquiries he had 
received. He was indignant when a stenographer 
was not placed at his disposal, for as he said he 
understood that this was a “public service’? com- 
mission. 

Pertinent complaints are received and have a 
prompt hearing and disposition, but, after all, com- 
plaints, if well founded, arise from defects and 
deficiencies of equipment, operation or management. 
Complaints are sporadic and therefore do not fur- 
nish sufficient evidence for thorough improvement. 
Orders made only as the result of complaints are 
like new shingles in an old roof. Careful and patient 
study of conditions antecedent to the establishment 
of standards and compliance therewith produces a 
thoroughgoing improvement—a new roof with no 
opportunity for leaks. 

Finally, nothing succeeds like publicity, telling 
the patrons of the difficulties, showing them the 
machinery by which service is rendered to them, 
asking their co-operation and improving conditions. 
One of the most important phases of present-day 
attitude is the readiness and anxiety that the public 
shall have full knowledge and shall understand. In 
my opinion the commissions have been of immense 
aid in securing this attitude, that is to say, the 
readiness of the commissions to be a tribunal for 
the disclosure and publicity of grievances has ac- 
celerated a desire to forestall the embarrassments 
of commission or even legislative investigation by 
a straightforward “appeal to the people.” Much 
remains to be done in the way of more complete 
publicity by public service corporations for the bene- 
fit of investors, patrons and the public. But the 
period of co-operation and harmony as between the 
companies and the commission and the public has 
begun. The work of the commissions has been of 
immense aid in this and should not be hampered. 
Legislatures should not plan laws infringing on the 
powers of the commissions. The companies should 
not try to throttle the impartial and energetic atti- 
tude of the commissions. 
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PROPOSED CO-OPERATIVE ARRANGEMENT 
AT PHILADELPHIA 


By A. MERRITT TAYLOR 


Director Department of City Transit, City of Philadelphia 


ROLONGED conferences between the De- 
P partment of City Transit (city of Philadel- 
phia) and the management of the Philadel- 
phia Rapid Transit Company have resulted in the 
submission by the conferees of a program for rapid 
transit development with universal free transfers. 

The salient features of the program are as fol- 
lows: 

The program provides for a total investment of 
approvimately $63,000,000 in the transit develop- 
ment, of which about $45,500,000 would be in- 
vested by the city in building the subway and ele- 
vated lines (which the city would own), about $12,- 
000,000 would be provided by the Philadelphia 
Rapid Transit Company for the equipment of the 
municipally owned lines, and about $6,000,000 would 
be provided for the Rapid Transit Company by out- 
side interests in constructing the Camden tube. 
The Philadelphia Rapid Transit Company, as opera- 
tor, would be allowed to deduct from the earnings 
of the municipally-owned lines 6 per cent on the 
cost of the equipment supplied therefor, and, after 
ten years, an additional 1 per cent on the cost of 
equipment, which would be deposited in the fund to 
be accumulated toward the amortization of that 
cost, and that fund would be available to the city 
in paying for and taking over the equipment at 
the end of fifty years. 

The company would also be protected to a rea- 
sonable extent against such decrease in the net in- 
come of the company-owned lines (except the 
Camden tube) as would result solely from the di- 
version of such normal net income as may have been 
gained by the company prior to the opening of the 
municipally-owned line or lines, by the preferen- 
tial payment, the necessity for which it is calculated 
would be eliminated by the normal growth of the 
company’s business within a few years after the 
opening of the municipally-owned high-speed lines. 

From any preferential payment due to the com- 
pany out of the earnings of the high-speed lines 
there would be deducted: 

1. The net income resulting from the operation 
of the Camden tube. 

2. The difference between the interest rate paid 
by the company and the amount allowed, namely, 6 
per cent on operator’s equipment investment. 

3. The rental paid for the temporary use of the 
Market Street Subway-Elevated line, between Thir- 
tieth and Market Streets and Front and Arch 
Streets, by the Frankford-Darby line, until the 
Chestnut Street Subway is required. 

Subject to these prior deductions, the city would 


receive all interest and sinking fund payments ac- 
cruing on the city’s investment, before any further 
division of earnings would be made to the Phila- 
delphia Rapid Transit Company. 

Upon the city being paid its interest and sinking 
fund accruals on the city’s investment in full, any 
remaining annual surplus resulting from the opera- 
tion of the city-built lines would be divided between 
the city and the company in proportion to their 
relative investment therein (Market Street Subway 
investment excluded). 

Thus the city gains the advantage of these items 
as credits on any preferential payments and also, 
in calculating the preferential which protects the 
company, gains the advantage of any economies or 
savings which the company is enabled to accomplish 
in engaging in this co-operative program. 


“The program, as a whole, assures to the 
people of Philadelphia a splendid modern 
rapid transit system, operated in conjunc- 
tion with the existing lines as one great unit, 


in a manner which will render the public the 
greatest service at a minimum reasonable 
cost.”’ 

—A. Merritt Taylor. 


The program further provides for the operation 
of the existing and new transit facilities of the city 
as a unit, in such manner as will best serve the pub- 
lic, including the elimination of all exchange tick- 
ets; and further, for the issuing of free transfers 
wherever surface lines intersect high-speed lines 
(city’s and company’s—Camden tube excepted) 
at station points, and at all points of intersection 
between high-speed lines (Camden Tube excepted). 
The intent of this provision is to make all high- 
speed lines (city’s and company’s) available as a 
link in a complete journey in a forward direction 
between any two points within the city for one 
5-cent fare. 

All exchange tickets on the existing system would 
be eliminated outside of the district bounded by 
Arch and Walnut Streets (both inclusive) and the 
two rivers, on Jan. 1, 1916, after which one free 
transfer would be allowed outside of that district 
to each passenger using the company’s surface 
lines at all points of intersection. On Jan. 1, 1920, 
the remaining exchange tickets would be elimi- 
nated, and one free transfer would be allowed to 
each passenger using the company’s surface lines 
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at all points of intersection within the city of 
Philadelphia. 

Upon the elimination of all exchange tickets out- 
side of the district bounded by Arch and Walnut 
Streets (both inclusive) and the two rivers, on Jan. 
1, 1916, a passenger would be enabled to reach any 
point in that district by taking a line running east 
and west, either north of the district or south of the 
district, and by transferring free to the north and 
south line leading to the point in the delivery dis- 
trict which the passenger wishes to reach. The 
effect of this arrangement is to give the people a 
free transfer to the delivery district, subject only 
to such restrictions as are necessary to avoid the 
serious overloading of the east and west lines in the 
delivery district before the city has time to build 
the Subway Delivery Loop to relieve such conges- 
tion as would otherwise result. 

In consideration of the elimination by the com- 
pany of exchange tickets on the existing system and 
the substitution of free transfers therefor, as above 
provided, the city would agree to release the com- 
pany from the payment of the tax now paid upon 
dividends of subsidiary company stocks, as pro- 
vided by ordinance, in the amount of approximately 
$116,000 per annum for a period of six years only, 
or a total amount of approximately $696,000. The 
city would also surrender to the company the ac- 
crual in the sinking fund (established under the 
contract of 1907 between the city and company 
to amortize the company’s capital stock) and per- 
mit the company to postpone future payments into 
the sinking fund for ten years from July 1, 1914. 
The sinking fund payments so surrendered and 
postponed are to be made up by such larger annual 
payments by the company, after the aforesaid ten 
years, aS will be required to produce the same 
amount in the sinking fund at the expiration of the 
1907 contract extended for seven years, as would, 
with interest included, have been produced by the 
original sinking fund payment at the end of the 
fifty-year term. 

Thus the city pays only $696,000, as above stated, 
in consideration of the elimination of all exchange 
tickets and the issuance of free transfers at all 
points, as already described. 

It is further provided that ultimately, when the 
Market Street Subway becomes overloaded (which 
will not be for many years) and when the city 
builds the Chestnut Street Subway at that time, or 
other delivery facilities or connections to the Frank- 


ford and Darby lines, or when the city builds any 


additional rapid transit lines or extensions, the city 
would have the right to require the company to 
equip and operate such lines on the basis’ pre- 
scribed. 

The city would further have the right to require 
the company to extend its present surface system 
from time to time, as such extensions are reason- 
ably justified. 

In making the proposed extension of the nee 
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“It provides that the city is to own the 
new facilities and all their future net earn- 
Ings excepting such reasonable payments as 


are allowed the operator, including 6 per 
cent on operator’s investment.” 


—A. Merritt Taylor. 


contract between the city and the company for 
seven years beyond the present term thereof, in 
order that longer term bonds may be issued by the 
company for its financing, the interests of the city 
are safeguarded by providing that after the present 
fifty-year term expires all surplus earnings on the 
stock of the Philadelphia Rapid Transit Company in 
excess of 6 per cent on the par value shall be turned 
over to the city. 

Provision also has been made for both city and 
company to capitalize practically all of the interest 
and sinking fund payments accruing on their in- 
vestments during construction and during the 
first year of operation, so that such payments would 
not be a burden to the taxpayers of Philadelphia. 
This is the method pursued in many great construc- 
tive enterprises, and provision therefor is made in 
the proposed amendment of the state constitution 
now in process of adoption. 

In consideration of the Philadelphia Rapid Tran- 
sit Company allowing the use of its present Market 
Street Subway-Elevated line for the through-rout- 
jing of Frankford-Darby trains, the city would allow 
the company a rental out of the earnings of the 
high-speed line for the use of this subway-elevated 
line, but that rental would be limited to such pro- 
portion of the fixed charges accruing against that 
portion of the structure of the Philadelphia Rapid 
Transit Company which is used by the Frankford- 
Darby line as shall bear the same proportion to the 
whole fixed charge on that portion of such structure 
as the proportion of car miles operated by the 
Frankford-Darby trains through that portion of the 
subway bears to the car mileage of all trains oper- 
ated throuzh that portion of the subway. The fixed 
charge against the operation of that portion of the 
subway which is used for surface cars is not in- 
cluded in the calculation. 

The 1907 contract between the city and the com- 
pany provides that “The company shall not declare 
or pay any dividends to its stockholders beyond a 
return of 6 per cent per annum, cumulative from 
Jan. 1, 1907, on the actual amounts of capital paid 
into the treasury in cash, calculated from the date 
of the several payments, without at the same time 
appropriating from earnings and surplus and pay- 
ing into the city treasury a sum equal to that por- 
tion of the total dividend which is in excess of the 
said 6 per cent return, so that the city shall share 
with the stockholders equally in all net earnings 
properly distributable as dividends over and be- 
yond a return of 6 per cent per annum, cumulative 
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“The cost will be slight, and furthermore 
the cost will be more than completely and 
generously offset by the 1-mill tax on per- 
sonal property which has been turned over 
by the State to the city as a practical subsidy 
in the aid of transit developments, by the 
great increase in property values and there- 
fore in tax returns which will accrue to the 
city treasury, and by the cancellation of the 
present exchange ticket charge on the pub- 
lic of $800,000 per annum, which amount 
would have increased from year to year. 
* * # The city’s growth will be acceler- 
ated. The efficiency of the population 
will be increased by time saved, which, capi- 
talized on the basis of 15 cents per hour, 
would amount to upwards of $38,000,000.” 

—A. Merritt Taylor. 


from Jan. 1, 1907, upon the paid-in capital stock 
cof the company.” 

As the company has not paid any dividends on 
its stock since Jan. 1, 1907, and under the 1907 
contract is entitled to 6 per cent dividends from that 
date, before sharing one-half of the profits with the 
city, a large amount of back dividends, amounting 
to about 42 per cent, or $12,000,000, would have to be 
paid to the Philadelphia Rapid Transit Company 
stockholders out of any future net income of the 
company, in addition to 6 per cent after this time 
on the par value of their stock, before the city could 
hope to have any return from the company’s present 
system. 

The program provides that all dividends accrued 
on the Philadelphia Rapid Transit stock, up to Dec. 
31, 1914, shall be waived and cancelled, thereby 
cancelling what is equivalent to a $12,000,000 obli- 
gation of the Philadelphia Rapid Transit Company 
to its stockholders, which would otherwise have to 
be liquidated before the city could share in the 
profits above 6 per cent on the company’s capital 
stock and which result from the company’s own 
operations. 

The program also provides that the Department 
of City Transit shall have free access at all times 
to the books, accounts and records of the company 
and the right to audit the same. This is in addi- 
tion to the present provision in the 1907 contract, 
which gives the city comptroller the right to audit 
the company’s books. 

It is provided in the program that the Union 
Traction Company and the Market Street Elevated 
Passenger Railway Company will become parties to 
and be bound by the terms of the program. 

It is contemplated that the company shall forth- 
with make such changes in its routes and lines as 
will enable it to take advantage of the economies 
which may be gained by the substitution of free 
transfers for exchange tickets. This means that 
such people as are now carried by indirect routes 


ELECTRIC RAILWAY JOURNAL 


oor ee TT ITI OTTO OUIUIAIUCUCUCU I CIUIUM UIUC OU 


[A. Merritt TAYLOR 


(which are so arranged for the protection of the 
company’s exchange ticket business) will be car- 
ried more directly than heretofore to destination 
for 5 cents instead of for an 8-cent fare. 

The Union Traction Company will be expected to 
aid in securing only such funds.as will be required 
for the normal extension of the existing surface 
system, the requirements for which will be greatly 
lessened by the establishment of the new high-speed 
lines. 

The program, as a whole, assures to the people of 
Philadelphia a splendid modern rapid transit sys- 
tem, operated in conjunction with the existing 
lines as one great unit, in a manner which will ren- 
der the public the greatest service at a minimum 
reasonable cost. 

It provides that the city is to own the new facili- 
ties and all their future net earnings excepting 
such reasonable payments as are allowed the opera- 
tor, including 6 per cent on the operator’s invest- 
ment. 

It assures to the city and the people the added 
prosperity and comfort which every such great con- 
structive enterprise and added convenience brings; 
the cost will be slight, and furthermore the cost will 
be more than completely and generously offset by 
the 1-mill tax on personal property which has been 
turned over by the State to the city as a practical 
subsidy in the aid of transit development, by the 
great increase in property values and therefore in 
tax returns which will accrue to the city treasury, 
and by the cancellation of the present exchange 
ticket charge on the public of $800,000 per annum, 
which amount would have increased from year to 
vear. 

The indirect advantages must not be overlooked. 
Present and ever-increasing congestion will be 
eliminated. The city’s growth will be accelerated. 
The efficiency of the population will be increased by 
time saved, which capitalized on the basis of 15 
cents per hour at 5 per cent, would amount to 
upwards of $38,000,000. The city’s areas available 
for development will be so enlarged as to make com- 
fortable and economical homes readily available to 
all, and undue congestion of population will be pre- 
vented. 

There has been a great world-wide awakening to 
the view that communities must collectively, for 
the good of all, undertake wider spheres of service, 
and that the community itself should retain, to 
a greater degree, the unearned increment in values 
which is created by the concentration of its own 
population and by its own activities. In Philadel- 
phia there is an undoubted urgent need for addi- 
tional and better transportation facilities. Private 
interests cannot handle this proposition without 
municipal aid. No one can reasonably doubt that 
the comprehensive transportation system proposed 
will in time develop ample direct earning capacity, 
not only to carry itself but actually to relieve taxa- 
tion for other purposes. 
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PUBLIC VERSUS PRIVATE OWNERSHIP 


By WILLIAM D. KERR 


Director Bureau of Public Service Economics 


one. The establishment of regulating com- 

missions and the acceptance by public utilities 
of the principle of regulation give recognition to the 
public nature of the function. Commission regu- 
lation is an attempt to provide safeguards without 
which the performance of public duties could not 
be entrusted to private hands. Regulation is one 
of the alternatives so clearly set forth in the follow- 
ing language in the report of the National Civic 
Federation Commission on “Public Ownership and 
Operation”’: 

“First, we wish to emphasize the fact that the 
public utilities studied are so constituted that it is 
impossible for them to be regulated by competition. 
Therefore they must be controlled and regulated 
by the government or they must be left to do as 
they please or they must be operated by the public. 
There is no other course. None of us is in favor 
of leaving them to their own will, and the question 
is whether it is better to regulate or to operate.” 

We make no secret of our belief in the ability of 
private organization and private capital to meet 
every fair test of approval in the contest with 
public ownership. The burden of proof, however, 
rests on private organization. Apparently this is 
an inevitable consequence of the responsibility that 
attaches to the possession of power. Philosophi- 
cally and practically it must be conceded, however, 
that prima facie public functions should be dis- 
charged by the public and not by private organiza- 
tions. In its attitude toward regulation, and par- 
ticularly rate regulation, private organization has 
its most favorable opportunity to overcome this 
presumption. 

An element of certainty has come into the regu- 
lation of public service rates which a decade ago 
did not exist. The uncertain or indefinite factors 
of the equation have been largely eliminated. To 
representatives of the public, at least, the eco- 
nomics in general of public utility services are 
known in all their manifold intricacies. This was 
not the case when regulation began to be practised 
on a large scale. It was not the case when the 
courts began their difficult struggle with legislative 
rights of interference and with principles of valua- 
tion. Practical limitations of knowledge and ex- 
perience are fairly well understood regarding con- 
struction costs, operating expenses, depreciation 
requirements, service economics and margins of 


[one function of a public utility is a public 


1“A railroad is a public highway and none the less so be- 
cause constructed and maintained through the agency of a 
corporation deriving its existence and powers from the state. 
Such a corporation was created for public purposes. It per- 
forms a function of the state.’’ Smythe vs. Ames, 169 U. S. 
466, 544. See also Snell vs. Clinton Electric Light Company, 
ae aoe 626; San Diego Water Company vs. San Diego, 118 

al. é 


profit. In practical discussions the available data 
are not always used, or they are abused, but the 
foregoing statement applies to the representative 
public service commissions. Practically the sole 
factor of downright uncertainty in the whole situa- 
tion is property and its value. 

This uncertainty as to the limitations of value, 
as will later appear, seems an inevitable result of 
the very nature of that which is known as value. 
Not only, however, is this thing called value, for 
the protection of which the courts have thrown a 
mantle against legislative interference, a factor in- 
definite in itself, but with the clarification of the 
other factors in rate making it has become the 
residuary legatee of the animus engendered by the 


“Value and the principles governing its de- 
termination are the fortifications before 
which promises to be fought the last great 
battle between public and private owner- 
ship.”’ 


—William D. Kerr. 


Value and 


questioning of supposed vested rights. 
the principles governing its determination are the 
fortifications before which promises to be fought 
the last great battle between public and private 
ownership. 

The value of property employed by private agen- 
cies of public service is the most important limita- 
tion on legislative rate-fixing powers. Protected 
by the courts under constitutional limitations prop- 
erty is alike the citadel of entrenched monopoly and 
the béte noir of overzealous champions of sup- 
posed public rights. The resulting situation as 
presented in countless cases before administrative 
bodies and courts suggests one of these three con- 
clusions: 

1. Rules resulting in under-valuation throttle 
private initiative and leave the field to public 
ownership. 

2. Rules resulting in over-valuation throttle legis- 
lative action, nullify regulation and encourage re- 
course to public ownership. 

3. Fair rules of valuation impose on the public 
burdens not appreciably greater under all the cir- 
cumstances and in the long run than would be ex- 
perienced under public ownership. 

The effect of under-valuation is self-evident. 
Neither flattery, nor cajolery, nor injunction of law 
will prevail to induce capital to enlist in a known 
losing cause. If the rules of value claimed in iso- 
lated cases were the established rules of the land, 
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“If the rules of value claimed in isolated 
cases were the established rules of the land, 
private building would stop instantly and a 
wild scramble would ensue to save as much 
as possible of existing investments. On the 


other hand it needs no argument to demon- 
strate that rules which effect overvaluation 
will lead speedily to public ownership. In 
no other way can the public protect itself.’’ 

—William D. Kerr. 


private building would stop instantly and a wild 
scramble would ensue to save as much as possible 
of existing investments.’ 

On the other hand it needs no argument to dem- 
onstrate that rules which effect over-valuation will 
lead speedily to public ownership. In no other 
way can the public protect itself.’ 

The Supreme Court of the United States saved 
the country from the curse of immediate govern- 
ment ownership of railroads by discarding emphat- 
ically and completely the rule of railroad right-of- 
way and terminal land value advanced by the rail- 
roads and approved by the trial court in the Min- 
nesota rate case. 

Fair value is not value but equity. It is a reduc- 
tion to a common denominator of all the multi- 
farious, divergent and sometimes seemingly incon- 
sistent factors entering into relations between the 
public and the private agencies. Value as an eco- 
nomic conception is a comparative measure of ex- 
change worth. In rate regulation there is neither 
occasion for comparison nor effort to exchange. 
Application of the economic conception would de- 
feat the purpose, as value depends on return and 
return depends on rates. Rate regulation presents 
not a hypothetical case for the application of ab- 
stract theories as to value but a practical case for 
the determination of fundamental equities. Every 
case must stand on its own feet and be decided on 
its merits. The extreme caution with which the 
Supreme Court has treated valuation questions 
raised in litigated cases would seem to indicate rec- 
ognition by the Court that rules applicable alike to 
all cases do not exist. The only infallible rule is 
the one of equity and good conscience propounded 
by the learned Lord Mansfield. The determination 
of value that will enjoy permanence is the one that 
appeals to the reason, judgment and good con- 
science of the layman. 

The contest between public and private ownership 
is not to be decided on “authority.” Authority, as 
such, is no more infallible than the men who made 
it. It is characteristic of modern times to discard 


*See report of committee on District of Columbia of the 
House of Representatives on bill for condemnation of Wash- 
ington street railways, in which bare structural cost is 
advanced as the exclusive rule of value. 

®8See report and attached papers, with discussions thereof, 
of committee on railroad taxes and plans for ascertaining fair 
valuation of railroad property of the National Association of 
Railway Commissioners in Proceedings of 1913 Convention, 
page 259 et seq. 


the fact. 
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authority as such in all the realms of the mind— 
religious, economic, social and political. The ad- 
ministration of the law has suffered in the opinions 
of many by its too rigid adherence to authority. 
Progressivism, if it means anything at all, means 
conscious movement toward the highest known con- 
ception of justice. Any material deviation to one 
side or the other from a just conception of value 
under the circumstances of each particular case 
widens the breach between public and private owner- 
ship and hastens the progress of the former. Equity 
seeks the substance, not the form. 

If these observations in a measure are correct 
they counsel recognition and application of the 
following definite policies: 

1. Moderation and fairness in valuation claims 
made to commissions and courts. Immoderation 
tends to produce immoderation and not “judicial 
fairness.’”* 

2. Excessive care on the part of commissions and 
courts to do equity according to the circumstances 
of cases as they arise. 

3. Removal, certain even though gradual, by 
corporations on their own initiative, of causes, just 
or unjust, which lead to the supposed necessity of 
making extravagant claims of value when con- 
fronted by rate revision. This, it will soon be rec- 
ognized, is a duty of management to stockholders 
second not even to the economical and efficient ad- 
ministration of the physical property.’ 

Finally, let it be observed that while natural eco- 
nomic laws conduce to monopoly in the supply of 
public services, there is no monopoly of agencies 
for the rendering of the services. Public owner- 
ship is everywhere a potential if not an actual com- 
petitor of private. The general administrative in- 
efficiency of public ownership under normally exist- 
ing conditions alone in most cases has sufficed to 
hold the balance for private ownership and may 
continue for some time to do so. Actual safety, 
however, lies only in the squaring of values with 
In this connection it is important to re- 
member that individual establishments in the sev- 
eral industries are so related sentimentally in the 
public mind that unsatisfactory conditions found 
to exist in one establishment are likely to be at- 
tributed to all. The wise conduct of each is the 
concern of all. 

The ultimate verdict lies with the public. The 
testimony on which strongest reliance is placed is 


Tt is my singular experience that in no case brought to 
my attention has the utility before the commission failed as a 
result of the activity of its sworn experts, to justify rates as 
high, and usually higher, than those which had voluntarily 
been accorded. Certainly this is a tribute to the generosity 
of those in charge of utilities beyond the generosity of the 
rest of us, and a demonstration that all expense and time 
expended in the regulation of monopolies is worse than 
wasted.’’ Commissioner Eshleman in concurring opinion in 
Town of Antioch vs. Pacific Gas & Electric Company, Case 
No. 400, decided July 6, 1914, by Railroad Commission of 
California, page 55. 

5See Re Capital Account of Brooklyn Borough Gas Com- 
pany, V Reports of Decisions of the Public Service Commis- 
sion, First District, New York, 203, in which an agreement 
was reached whereby a plan was placed in execution for 
amortizing the excess of the company’s capitalization above 
the fair value of the property. 
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the conduct of private corporate enterprises. The 
psychology of salesmanship forbids detraction of a 
competitor’s wares and lays emphasis on convincing 
the customer of the essential merit of ,one’s own 
goods. Private enterprise in the furnishing of 
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public services has a product to sell composed of 
high efficiency and the economical combination in 
practice of the factors of production. To win and 
hold success, however, it must make buyers for its 
product to-day, to-morrow and every day. 


STOCK DIVIDENDS; WHY AND WHEN 
JUSTIFIED 


By PHILANDER BETTS 


Chief Engineer Board of Public Utility Commissioners of New Jersey 


desirable, because of the applications which 

have been made for such approval by the 
public utility commissions. At the outset, it should 
be stated that the opinions here expressed have 
been formulated by the writer in his position as 
chief engineer of the New Jersey Public Utility 
Commission. They have, however, up to the pres- 
ent time met with the approval of the commission 
to such an extent that all actions so far taken have 
been along the lines herein discussed. 

The desirability of discussing this subject at this 
time is due to the fact that in the minds of many 
persons there appear to be two bases upon which 
such issues are justified. The first is the assump- 
tion that where moneys from earnings have been 
expended in connection with extensions and addi- 
tions to the permanent plant of a company, the 
later capitalization of such extensions is justified 
up to the full cost of such extensions. This does 
not take into account the requirement that various 
items should be amortized from earnings. These 
items include bond discount, extraordinary organ- 
ization expenses, most of the intangibles, accrued 
depreciation, etc. 

The second basis on which stock dividends are 
justified is that a property now has a value in ex- 
cess of the outstanding capitalization. This basis 
does take into account the amortization of all 
such items which ordinarily result in a situation 
where the outstanding capitalization exceeds the 
value of the property represented by it. 

Up to the present time there have been before 
the New Jersey Commission seven applications for 
approvals of issues of stock for the purpose of dis- 
tribution as dividends. Of these seven applica- 
tions, two have not yet been acted on; one was dis- 
approved, and four have been approved. 

The first application which came before the com- 
mission was that of a gas company operating in 
southern New Jersey. The financial history of this 
company had been so well preserved that a com- 
plete analysis was readily made. This analysis is 
illustrative of the various elements which should 
be considered in passing upon the justification for 


( DISCUSSION of this subject appears to be 


the declaration by a company of a stock dividend. 

This company built its plant in 1857 and fur- 
nishes gas exclusively entirely within a city having 
a populaticn of about 19,000. The financial history 
shows that in the period from 1857 to 1870 the 
plant increased in value from $21,000 to $34,700, 
the average value during the period having been 
$22,730. During this period the dividends amounted 
to $14,230, or 4.9 per cent or the investment. In 
addition about $160 was invested in the plant from 
surplus earnings. This statement shows that on 
the basis of a 5 per cent return the cost of building 
up the business, including all deficits and lack of 
early profits, had been made up by the year 1870. 
Up to 1870 the capitalization of the plant kept pace 
with the actual cost of the plant. 

Table I shows the amount of surplus earnings 
invested in the plant. 


TABLE I—SHOWING SURPLUS EARNINGS INVESTED IN PLANT 
Surplus earnings invested in plant, 1870......... $169.35 
Surplus earnings invested in plant, 1870-1875.... 7,620.50 
Surplus earnings invested in plant, 1875-1880.... 9,083.97 
Surplus earnings invested in plant, 1880-1882.... Cy Os Kes Ir 
Surplus earnings invested in plant, 1882-1887.... 6,080.84 
Surplus earnings invested in plant, 1887-1892.... 17,859.38 
Surplus earnings invested in plant, 1892-1908.... 95,037.32 
Surplus earnings invested in plant, 1908-1912.... 28,788.55 

MNCLIZH sar GSES LONER OCU RIOR RCE TICE ae oe Gok Pe $170,893.08 


The par value of the capital stock outstanding in 
1870 was $31,040, and no stock was issued from 
that time up to 1912. In 1870 there were loans out- 
standing to the value of $3,500, making a total capi- 
talization in 1870 of $34,540. Standing for this, 
there was a plant which had cost $34,699.35. 

Table II shows the cost of the plant at the begin- 
ning of each of the periods; the average cost of the 
plant during each period, which is also taken as 
the average capital invested in plant; the dividends 
paid during each period; the surplus earnings in- 
vested in the plant; the total net earnings during 
each period, and the ratio in percentage which the 
net earnings bore to the average value of the capital 
invested during each period, the average for the 
entire fifty-five years being 8.9 per cent. 

Table III shows the dividends paid during each 
period, also the percentage which the amount bore 
to the capital stock outstanding. 
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TABLE III—SHOWING DIVIDENDS PAID AND YEARLY RATE IN 
PER CENT. 
Average 
Yearly Rate, 
Amount Per Cent. 
ie DY as MAU Artany Aeterna os Boos Sto 4 t $14,230.20 5.2 
LS WO0c1STb ss ak Biers tlhe h Gene ieee eee 10,864.00 ag 
LS TORT S80 ete oa orto eae cree ee 18,582.40 11.8 
ESSO-PS S22. ance saved ene terctene einen oven 6,208.00 10.0 
ES 82=1'8 Bis Aaa qeorckaucvcrete Celt enero 23,900.80 15.4 
LSSTeLSO2 Te oe hic kt ateveceNocoe Rae ee oe eee 20,796.80 13.4 
USO 2-19 OSI pets events, oot arene ene 93,740.00 18.9 
LOOS a9 ak At. ct eteeeencre ieee enoeae 44, 1232. 00 35.6 


The net result of the operations of the company 
has been to create in the period from 1857 to 1912, 
fifty-five years, a plant having a value as carried 
on the books of $170,893.08, against which is out- 
standing capital stock to the par value of $31,040. 

It will thus be seen that approximately 82 per 
cent of the company’s present plant was provided 
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Table IV is a general statement of revenues and 
expenses of the company divided into three periods, 
showing the gas sales and operating expenses. 

Table V is a statement of the rates charged since 
the organization of the company in December, 1857. 
This table shows that there has been a gradual re- 
duction in the rate charged, and that since 1906 
the rate has been $1 per thousand for all purposes 
and to all customers without discrimination of any 
kind. This rate bears very favorable comparison 
with the rates charged in municipalities having 
similar conditions and comparable population. — 

Independently of the analysis of cost made up 
from the books of the company, an appraisal of 
the physical property was made which developed 


TABLE II—SHOWING CosT oF PLANT, DIVIDENDS PAID AND 
BRIDGETON GAS 


Col. 2. 
Colle Average Col. 3. 
Cost of Plant Cost of Plant Dividends 
at Beginning During the Paid During 
Period of Period Period Period 
USO TLS TO i. ole ke $20,980.00 $22,730.00 $14,230.20 
LB TO SL OO ciety iar 34,699.35 38,509.60 10,864.00 
US THUS SO cecame «ah 42,319.85 46,861.83 18,582.40 
TSS O=US82 o ceexe con 51,403.82 54,539.45 6,208.00 
US8Z=LSBi see eens 57,674.99 60,715.42 23,900.80 
LSS =I SOD ek chee 63,755.83 72,685.52 20,796.80 
TD 2-1 O08 cierete cha 81,615.21 134,133.87 93,740.00 
TOO R-1'9 02 eee 176,652.53 191,046.80 44,232.00 
Average per annum: 
4 Bf (a Ss BY i Ao ed yu che ee 80.160 4,228 
LS OVO 2 Jers Beslan same nee 97,937 5,198 


OTHER DATA FOR DIFFERENT PERIODS FROM 1857 TO 1912 
LigHT COMPANY 


Col.4. Cols6. 


Surplus Total Net Col. 6. Col. 7. Cols: 
Earnings Harnings Per Cent Per Cent Per Cent 
Invested During No. 5is No. 3is No. 4 is 
in Plant Period of No.2 of No.2 of No.2 
$159.35 $14,389.55 4.9 4.8 0.1 
7,620.50 18,484.50 9.6 att Se) 
9,083.97 27,666.37 LS (a8) 3.9 
6,271.17 12,479.17 11.5 Bal 5.8 
6,080.84 29,981.64 9.9 7.9 2.0 
17,859.38 38,656.18 10.7 bel 5.0 
95,037.32 108,777.32 8.8 4.3 4.5 
28,788.55 73,020.55 O16 5.8 3.8 
3,108 7,336 8.9 5.3 3.6 
4,066 9,264 9.5 5.3 4.2 


_for from earnings in excess of the amounts paid 
out in dividends, this surplus, however, having 
been built up in ‘approximately forty-two years, or 
at about an average rate of 2 per cent per annum. 
We can easily conclude that plant in excess of capi- 
talization exists, and if this is the only basis on 
which stock dividends are to be justified, no fur- 
ther investigation is necessary. 

It appears desirable, however, to inquire into the 
rates charged by the company during the period 
in which the surplus was built up. Were these 
rates in themselves reasonable, and did they result 
in more than a fair return to the owners of the 
property ? 

Table III, already mentioned, is a statement of 
the dividends paid and the ratio between the amount 
of dividends and the amount of capital stock out- 
standing, but it does not fairly represent all of the 
pertinent facts. 


TABLE IV—SHOWING REVENUES, EXPENSES AND OTHER DATA 


1887-1892 1892-1908 1908-1912 
Gass Sales? Vata ate da sae $77,715.13 $399,069.11 $191,417.50 
Miscellaneous operating 

PENVETIUG WN atios ds aie cde 7,282.06 75,836.68 39,631.23 
Gross operating reve- 

NUECES +h Rae Ee epee $84,997.17 $474,905.79 $231,048.73 
Operating expenses .... 51,913.53 307,334.33 157,047.14 
Net operating revenue... $33,083.64 $167,571.46 $74,001.59 
Non-operating revenue. 2,396.85 21,206.66 2,705.88 
Gross revenue ........ $35,480.49 $188,778.12 $76,707.47 
Thousand cubie feet gas 

HOM! ee; A Se ote tect por 52,698 360,622 191,417 
Gas sales per thousand 

CUbIiC Teele. jbo ao aka $1.48 $1.10 $1.00 
Operating expenses per 

thousand cubic feet... aU) -85 82 

Net revenue....... $0.49 $0.25 $0.18 


that the cost to reproduce the property new was not 
far from $240,000. The present value of the prop- 
erty, allowing full theoretical depreciation, was not 
far from $190,000. The variation between the fig- 
ures representing the appraised values and the 
costs as indicated from the books is explained by 
the fact that many large items of replacement were 
charged to operating expenses at the time the work 
was done, in addition to which depreciation was 
written off from time to time, much as is customary 
with commercial concerns. 


TABLE V—SHOWING RATES CHARGED FOR GAS PER THOUSAND 
FEET SINCE COMMENCEMENT OF COMPANY’S BUSINESS 


Weer Us L857, to Oct, al WSiG 4 eucans ciel aie bers atcltensrenet meters $4.00 
Oct 1, 1864, tov Ocha; SGC. ache Sete ene netel ese uate 5.00 
Oct 17) L866; to ay Us Hon ae eect rie terete oucr sient meee 4.00 
Jnl ys de LS 7b, FeAuGEdy-tOj jac penis ier ella ametemate stel onet sera erence 3.50 
ties abana RoW irian ceyobblersyohaneng Seale cisco ig, Orin rud-ale a coos 0 db ain 3.00 
JULY ASUS, VEGUCEE! LO) mata eater de leat se racecusten serene ee 2.50 
JULY 1, 88 2 reduced: HOR. .pwy- cteks tei le) hohet ces ots) ate ote naar 2.00 
Jan. 5 L886," reducGed bOw cicssualeepee ei sicle tie cisteee eres ohensions 1.80 
Hl era Pers a Sh geen evo WD Kele\ol Uke ern CLS ceAmthoe o Gorse a oo oie chose 1.70 
Jan Le US88,. reduced. LO.k Racers cretthe Gharerensaucuereleumrateueke 1.50 
May ty L894, reduced COs rrceecitcs cereus mer enete ate rene ener eet s 1.35 
July L897, preduCed Ons ce chachs che ccietec see) <ccteie eeemelentnaie 1.25 
July dh 89S. reduced tO... &...q cua cenehe spercie marl eter teem eerie 1.20 
Jan. 1, 1899, reduced iG 55 5 Sis cah ch apebe Re oral civ Sete sakes Bee 1.10 
Nowe 5 (1906, "reduced: tv oF ot ccterad Getto alee creLnenorns 1.00 


The ‘present rate of $1 per 1000 feet is the uniform rate to 
all consumers, large or small. 


We are next concerned with the question as to 
the proportion of the net earnings which was paid 
out in dividends and the proportion invested in 
plant. It will be readily agreed that the manage- 
ment of a company would have the right to invest 
its net earnings in extensions to the plant instead 
of paying them out as dividends. Examination of 
the seventh column of Table II shows the per- 
centage which the dividends paid bore to average 
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cost during the period in which the dividends have 
been earned. The sixth column of Table II shows 
the percentage the net earnings were of the capi- 
tal invested during the corresponding period. This 
shows that the average net earnings for the entire 
fifty-five years amounted to 8.9 per cent while the 
average for the period since 1870, at which time 
the company appears to have made up all of its 
operating deficits and to have paid a dividend aver- 
aging 4.9 per cent, is 9.5 per cent. This amount 
has been disposed of in two ways. Column 7 in 
Table II shows the per cent paid out as dividends, 


and column 8 in Table II shows the per cent in- 


vested in plant. 

If it is conceded that an average net return on 
capital legitimately invested amounting to 9.5 per 
cent is not excessive and unreasonable, then no 
fault should be found with the method which this 
company has pursued. 

As to whether an average return on capital in- 
vested amounting to 9.5 per cent is excessive and 
unreasonable must be looked at from various stand- 
points. A comparison of this figure of 9.5 per cent 
with the average net return on utility properties 
generally shows that this figure is probably higher 
than is usually obtained in such investment. Com- 
parison with industrial undertakings shows that 
textile mills, foundries and many other manufac- 
tories produce net incomes available for dividends 
ranging from 10 to 18 per cent. Indeed, it has 
been the custom with many of these larger indus- 
trial establishments to pay either 6 per cent or 7 
per cent on the original capital invested, and to 
invest the balance in building up the business and 
adding to the plant. Almost all of the large depart- 
ment stores and large commercial establishments 
have been built up in this way, so that we are 
forced to the conclusion that an average net return 
of 9.5 per cent should not be considered as excessive 
and unreasonable. 

This must however be viewed from another stand- 
point. What has been the result to the users of the 
product of this plant? This is best answered by an 
examination of the list of rates charged by this com- 
pany from 1857 down to the present time. This 
list of rates is given in Table V. From this table 
it is seen that since 1906 the rate for gas to all 
persons and under all conditions nas been $1 per 
thousand cubic feet. 

It appears that the service rendered by the com- 
pany has been generally satisfactory in regard to 
the quality of the gas and the conditions under 
which it has been delivered. The operations of 
this company extend over practically the entire city, 
and the population served is approximately the 
same as that of the city, which is about 19,000. 

A study of the rates charged in a number of cities 
having a gross revenue somewhat similar to that 
of this company shows the average of a large num- 
ber of such companies in New York State to be 
$1.20 per thousand cubic feet, and of a-number of 


ELECTRIC RAILWAY JOURNAL 


727 


“In the opinion of the writer the company in 
this case was fully justified in issuing capital 
stock sufficient fully to represent the present 
value of its property. The rates in them- 
selves have been and are reasonable; the net 
result to the stockholders has not been ex- 


cessive; the property created by means of 
revenues in excess of that paid out as divi- 
dends is undoubtedly the property of the 
stockholders and should therefore be repre- 
sented by the proper certificates of owner- 
ship.”’ 


—Philander Betts. 


gas companies in Massachusetts of about the same 
size and average of $1.17 per thousand cubic feet. 

In the opinion of the writer the company in this 
case was fully justified in issuing capital stock suffi- 
cient fully to represent the present value of its 
property. The rates in themselves have been and 
are reasonable; the net result to the stockholders 
has not been excessive; the property created by 
means of revenues in excess of that paid out as 
dividends is undoubtedly the property of the stock- 
holders, and should therefore be represented by 
the proper certificates of ownership. 

It will be noted that the case referred to was 
determined by analysis of the relation between 
value of property and capitalization representing it 
but not without due consideration of the rates as 
a result of which the surplus had been accumulated. 

Conservative financing, in the opinion of many, 
requires that bond discount be amortized and that 
extraordinary costs for establishing business be 
also amortized. Many financial houses in accepting 
trusteeship under corporate mortgages include pro- 
visions for these items and provide also in many 
cases for the amortization of accrued depreciation, 
the result being in the end that the outstanding 
capitalization will bear a fair relation to the present 
or depreciated value of the property. 

It has been the contention of some that the mere 
investment of earnings in extensions to the perma- 
nent plant of the company is sufficient justification 
for later capitalization of such expenditures. Those 
holding this view lose sight of the real purpose of 
capitalization. 

Commissions, under certain conditions, have 
allowed the issuance of securities for the purpose 
of paying interest, rehabilitating property, replace- 
ments and other similar items not strictly charge- 
able to the permanent capital account. Such ap- 
provals, however, have always been coupled with 
the requirement for amortization of the amounts 
so expended. Capitalization represents property, 
nothing more and nothing less, and attempts to in- 
flate capitalization are due either to misunderstand- 
ing or to a desire to deceive or mislead. 

Equally improper and unwise, in the writer’s 
opinion, was a decision of one of the commissions 
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rendered some months ago refusing to approve the 
issuance of securities for the purpose of construct- 
ing new plant. In this case the company, which was 
a gas company, had been in the habit of paying for 
a large portion of its annual extensions from earn- 
ings. The commission decided that the policy there- 
tofore actuating the company had been a wise one 
and concluded that the company should continue to 
be guided by the same policy. 

In conclusion, capitalization ought to be approxi- 
mately equivalent to the property which it repre- 
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sents, and wherever excess capitalization is present 
amortization should be provided, a plan which will 
ultimately result in reducing the capitalization 
to its proper relation to the property which it 
represents. On the other hand, a “‘stock dividend” 
is justified where the capitalization is below 
the fair present value of the physical property. 
This ideal condition is found in very few 
properties, but it is one to be heartily wished for 
by financiers, as well as by operators and 
investors. 


PUBLIC UTILITY LEGISLATION 


By MATTHEW 8S. DUDGEON 


Lecturer on the Law of Public Utility Regulation, University of Wisconsin, Madison, Wis. 


which will insure adequate service at reason- 

able rates without injustice and without 
checking enterprise and initiative is alike most de- 
sirable and most difficult of attainment. Intelligent 
effort in any state to provide for such a regulation 
is worthy of consideration. The advanced ground 
Wisconsin legislation has occupied and the satisfac- 
tory operation of the law itself justifies reference 
to the public utility law of that State. 

In considering regulatory statutes it is well to 
remember that centuries ago it became the common 
law rule, and that ever since it has continued to be 
the common law, that every public utility: (1) Must 
serve the public without discrimination; (2) must 
serve it adequately, and (3) must perform the serv- 
ice at a reasonable rate. By the terms of the fed- 
eral constitution it may be said that a fourth prin- 
ciple is added: The public utility cannot be deprived 
of reasonable compensation for the use of the plant 
employed in furnishing the service. These four 
principles constitute a statement of the law as it is 
independent of the existence of regulatory statutes. 
In other words, the purpose of present-day regula- 
tory statutes is to declare and enforce the law as it 
has existed for centuries, rather than to put any 
new duties or burden upon the public utilities. 

With this conception of the law the framers of 
the Wisconsin measures had in mind certain other 
principles which found expression in the act, as fol- 
lows: 

a Absolute justice to the public utility as well as 
to the public must characterize an effective regula- 
tory statute. 

b Regulation is a function of the Legislature, but 
certain administrative duties connected with regula- 
tion can be well performed only by an expert com- 
mission. 

c The commission should be a state body, rather 


] EGISLATIVE regulation of public utilities 


[Notr.—Mr. Dudgeon took an important part in the draft- 
ing of the Wisconsin public utility law.—Ebs. ] 


than a municipal board, but certain purely local mat- 
ters may be left to municipal control. 

d The commission should correct abuses and su- 
pervise without attempting to become a managing 
board for the public utilities. 

e A correct valuation is a basic condition prece- 
dent to effective regulation. 

f Since all accounts and records must be accurate, 
honest, easily understood, and available for pur- 
poses of comparison, a uniform system of account- 
ing is indispensable. 

g The utmost publicity is desirable. 

h The fullest facilities for collecting data must be 
provided. 

2 Dilatory court proceedings should be made im- 
possible. 

j Fixed-term franchises involve many difficulties 
in regulation. 

k Wasteful competition is unwise and detrimental 
to the public and to the public utility. 

l Municipal ownership should be made a possible 
alternative for ineffective regulation. 

m There should be some incentive for initiating 
improvements and economies. 

n Prior to enactment, every interest, private and 
public, should be heard from and its contentions 
considered. 

The framers of the law felt that neither harsh- 
ness nor injustice toward the public utility was a 
wise public policy. They sought, therefore, to regu- 
late, but to regulate in a manner that would work 
no injustice to the utilities. The law bears witness 
that its framers, while taking a determined stand 
in defense of the rights of the public, have not coun- 
tenanced any injustice to the owners of public util- 
ities. The principle of reciprocal justice everywhere 
crops out. 

It is universally conceded that to regulate public 
utilities is legally a function of the legislative 
branch of government. No thoughtful man main- 
tains, however, that a legislative body is itself in 
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a position to exercise this function directly. It 


meets only occasionally ; its members have no special “The distinction between the purely legisla- 
knowledge of public utilities; its time is fully occu- tive function of law-making which cannot be 
pied in more purely legislative duties, and it has no delegated to a commission on the one hand 
facilities and no machinery for the collection of the and the quasi-legislative or administrative 
data necessary to a decision as to the details of pub- functions of investigating the facts and 
lic utility service. So it is better that the Legisla- applying and enforcing the law which may 


be delegated, was clearly conceived and 


ture first f th ly legislative functi i : : ; 
Se MC Co ee observed in drafting the Wisconsin meas- 


enacting a law that rates must be reasonable and 
that service must be reasonably adequate and non- 
discriminating. It then delegates to a commission 
the administrative duty of investigating and col- 
lecting the data relating to a disputed rate or serv- mission not a managing, rate-making board, with 
ice, so as to be able to determine whether or not multitudinous duties which would swamp any com- 
a rate is reasonable or the service adequate. The mission, but rather a supervising board. No whole- 
distinction between the purely legislative function gale overhauling of rates or service was contem- 
of lawmaking which cannot be delegated to a com- plated. The schedule of rates and service in force 
mission on the one hand, and the quasi-legislative or at a certain date, arbitrarily designated, was de- 
administrative functions of investigating the facts, c¢lared the legal schedule until rates or service were 
and applying and enforcing the law which may be investigated and changed upon complaint of a pa- 
delegated, was clearly conceived and observed in tron, upon petition of the public utility, or because 


—Matthew S. Dudgeon. 


drafting the Wisconsin measure. of some inadequacy or unreasonableness discovered 
If it be granted that a commission is the proper by the commission. 
regulatory body, the question as to whether the All commission-made rates must provide for a 


commission should be a state or a municipal body reasonable percentage of profit computed upon the 
arises. The considerations that led the Wisconsin yalue of property employed in furnishing the serv- 
lawmakers to give jurisdiction of public utilities toa ice, The value to be used in the mathematical com- 
state commission rather than to any municipal board putation necessary to determine this percentage of 
were: (1) Many of the problems of public utility profit is of basic importance and must be definitely 
regulation involve inter-city transactions; (2) the fixed. If the value be too high the result would be 
intricacies of valuation, uniform accounting and an unreasonably high rate. If the value be too low 
computation of rates, and the difficulties of inves- the result might be a rate so low as to be uncon- 
tigating adequacy of service cannot be successfully  stitutional. Any system of regulation which does 
coped with by city councils of transient existence; not include a proper valuation of the property actu- 
(3) one large force of experienced experts will work ally used and useful for the convenience of the pub- 
more economically and efficiently than a less experi- lic is a failure, no matter how perfect it may be in 
enced force hired by, and working in, only one city, other particulars. The Wisconsin law emphasizes 
and, of necessity, often inadequately paid. the importance of this process of valuation. 

At the same time the democratic desirability of Among the charges to be paid out of the receipts 
reserving to the municipalities as liberal powers of from the rate imposed is the current expense of op- 
home rule as possible was recognized. Theframers eration. The possibilities and intricacies of ac- 
of the bill felt also that it would not be well to bur- counting are such that if given a privately devised, 
den the commissions with determinations of ques- uninspected, unregulated system of accounting, any 
tions purely local in their nature. The law, there- expert accountant would have the public and the 
fore, gives to the municipality, in certain cases, the commission at his mercy. It would be possible to 
power to determine by contract or ordinance the conceal from casual inspection practically unlimited 
character. of the service which will meet local needs, profits. Almost any extravagant schedule of rates 
and to prescribe the terms and conditions upon might be demonstrated to be justifiable. Hence, 
which a public utility may be permitted to occupy next to a correct valuation nothing is more essential 
the streets. The municipality also has the power to proper regulation than an open, honest, uniform 
to require of any public utility such additions and system of accounts. Under the Wisconsin law, the 
extensions as shall be reasonable and necessary in public utility is required to keep its accounts in such 
the interests of the public. These powers are ex- form as the commission may prescribe, and no ac- 
ercised, however, subject to appeal to the railroad counts other than those either prescribed or ap- 
commission as to reasonableness. proved are permitted. Secret sets of books or 

There are limits to commission regulation. No accounts are made illegal. Examination and audit 
commission, however well qualified and equipped, is of the accounts may be made by the commission or 
competent to conduct all the details of the affairs of its agents, and all items must be allocated to the 
the diversified public utilities within an entire state. accounts as the commission may direct. 

It cannot be a substitute for the management. In It is expressly made the duty of the commission 
the Wisconsin law it was planned to make the com- to require the utility to keep its accounts in such a 


VITA LLLLLLLULLLLLLL 


IAAL 
I 


rn 


el 


Sl AMAIA 


(we 


Il 


HINA 


es 


Sill MMIII 


IAL 


730 


‘“‘Certainly some device which will preserve 
to the investors the fruits of energetic im- 
provements should be incorporated into a 
regulatory measure.”’ 


—Matthew S. Dudgeon. 


manner as to distinguish clearly between operating 
expenses and the cost of new construction. This 
is obviously to prevent any attempt to justify high 
rates by charging the cost of new construction to 
the operating expense account. 

The public utility must in its report show in de- 
tail every item of expense going to make up the 
cost of producing a unit of service. Tables show- 
ing unit costs are important for comparative pur- 
poses. They are not only an aid to the commission 
in determining reasonable rates, but are of service 
to the utilities in the study of the efficiency of oper- 
ation. The reports of the commission containing 
these details are comparable with the valuable Eng- 
lish publications known as ‘“Field’s Analysis” and 
the “Gas World’s Analysis of Accounts.” 

The law requires the publication of annual re- 
ports from the commission and permits such 
monthly or occasional reports as the commission 
may wish to issue. No facts or information in pos- 
session of the commission can be withheld from the 
public, except in cases where the commission deter- 
mines that the interests of the public require se- 
erecy. In such a case, information may be with- 
held for a period not exceeding ninety days. Full 
publicity prevents actual fraud and allays unjusti- 
fied suspicions of fraud. It compels open and fair 
dealing between corporations and the public and 
tends to establish between the two a mutually help- 
ful co-operation. It protects the commission and 
all public utilities from a multitude of ill-considered 
and unfounded complaints. It also places the com- 
mission itself under the constant surveillance of the 
public, a not unwholesome situation. 

The Wisconsin law is not aimed simply at certain 
specific evils. The theory upon which it is framed 
is that absolute publicity coupled with full power to 
regulate and supervise will prevent any wrong from 
being perpetrated upon the public now or hereafter. 
It, therefore, gives to the people and to the com- 
mission opportunity for honest and complete knowl- 
edge of the affairs of the public utility. 

The law does not expressly grant to the public 
utility any new right of recourse to the courts for 
the vacation or modifications of the orders of the 
commission. Recognizing, however, that such 
rights have a constitutional existence, the law un- 
dertakes to insure a speedy procedure which will 
prevent dilatory tactics upon the part of the cor- 
poration interested. It accomplishes this by pro- 
viding for short periods of notice and prompt hear- 
ings, and by giving actions for review precedence 
over all other civil actions both in trial and appel- 
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late courts. The determinations of the commission 
are made in all cases prima facie reasonable and 
lawful, and the burden is placed upon the party 
complaining to prove them otherwise. The orders 
of the commission go into immediate effect and no 
injunction can issue suspending or staying any 
order, except after hearing upon notice to the com- 
mission. 

The law has also the somewhat unique provision 
that if evidence is introduced before the court dif- 
ferent from or additional to that offered upon the 
hearing before the commission, the court must 
transmit forthwith to the commission a transcript 
thereof and stay all proceedings for fifteen days. 
The commission must consider this additional evi- 
dence upon its receipt, and may thereupon modify 
or rescind its previous order and report its action 
to the court. This provision tends to induce all 
parties to present their case fully and fairly to the 
commission, and to a certain extent secures the co- 
operation of court and commission. 

The plant of a public utility operating under a 
fixed-term franchise is likely to be, at the end of 
the term, of little more than scrap-heap value. 
With rates unlimited it has always been possible 
for the public utility to earn, besides interest on 
the investment, profits sufficient to replace rapidly 
the amount expended in construction. With the 
prospect of regulated rates, the public utilities were 
prepared to make the claim that rates must be high 
enough to provide for the accumulation of a sink- 
ing fund aggregating the value of the plant before 
the expiration of the term of years provided for in 
the franchise. The courts seem not to have settled 
whether such a position is tenable or not, but it is 
a question that would seriously embarrass any 
commission. 

Facing these conditions, the framers of the Wis- 
consin law provided in the law that all franchises 
hereafter granted shall have the effect of permits 
“which continue in force until such time as the 
municipality shall exercise its option to purchase 
as provided in the act.” The holders of the present 
terminable franchises may exchange them for inde- 
terminate permits. 

The demand for state control evidences the fail- 
ure of open competition to regulate. Such failure 
is the justification for state interference. There is 
genuine justice in the claim that if regulation is to 
rob the companies of all but the most meager profits, 
it should protect them from losses which result 
from unjustified competition and which cannot be 
recouped from the limited earnings permitted under 
state regulation. The framers of the bill realized 
that the interests of the public and of the public 
utilities alike demanded that competition be so lim- 
ited as to prevent uneconomic waste. The law pro- 
vides, therefore, that no franchise or permit shall 
be granted to operate any plant in a city where 
there is already in operation a public utility engaged 
in similar service, without first securing from the 
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commission a declaration that public convenience 
and necessity require such second public utility. 

Where unregulated private ownership has failed 
to furnish adequate service at reasonable rates, 
there are but two alternatives, public control or 
public ownership. 

Commission control of corporations has not al- 
ways succeeded in the past, and future failure is 
still possible. Recognizing this possibility and 
recognizing also the right of the community to save 
itself from such a failure by employing the alter- 
native of public ownership, the law provides, first, 
for the construction of a competing municipal plant 
if the commission certifies that public convenience 
and necessity require such competing municipal 
plant; and, second, for the acquirement of the plant 
of the existing public utility by purchase or through 
condemnation proceedings, whenever the munici- 
pality determines to take over the plant. No cer- 
tificate from the commission is required to author- 
ize the condemnation of the existing plant, since 
condemnation may be a refuge from inefficient 
regulation by the commission. 

The indeterminate permit, which supplants the 
old form of franchise, contains an agreement that 
the municipality may purchase the plant for a just 
compensation to be fixed by the commission, subject 
to the review of the court. 

It is often contended that state control entirely 
eliminates motives for initiating new improvements 
and economies, since increased earnings will eventu- 
ally result, not in larger profits, but in an order to 
reduce rates. The Wisconsin law makes an effort 
to preserve the incentive of self-interest by per- 
mitting a sliding scale or other arrangement for 
the division of profits with customers or employees. 
This is an effort in the right direction. Certainly 
some device which will preserve to the investors the 
fruits of energetic improvements should be incor- 
porated into a regulatory measure. 

Such are some of the features which should 
characterize public utility legislation. Such legis- 
lation cannot be enacted, however, unless the Legis- 
lature is inclined to be absolutely just to the pubilc 
utilities, yet firm in its purpose to secure an effec- 
tive law. The method used in drafting and enact- 
ing the Wisconsin law will be suggestive. The 
legislators were evidently anxious to frame an ef- 
fective law, but were equally anxious to avoid every 
unfair feature. The committee having the meas- 
ure in charge requested the Wisconsin legislative 
reference department to assist in drafting the bill. 

The department at once detailed one of the law- 
yers employed in the department as draftsman. 
Prof. John R. Commons of the University of Wis- 
consin, who had long been a student of questions 
relating to public utilities and who had made exten- 
sive investigations in America and abroad, was 
called in for consultation and placed himself at the 
service of the committee. Several conferences were 
held and the general plan of the bill which the legis- 
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“The law has been in operation for seven 


years. Its provisions have been tested, and 
both public and public utilities seem to 
agree that it is at once effective, just and 
practical.” 

—Matthew S. Dudgeon. 


lators desired was mapped out. The draftsman and 
Professor Commons with the committee then began 
the work of drafting the bill. Existing regulatory 
statutes were carefully considered. The decisions 
of the various courts relative to regulation of pub- 
lic service corporations were studied. Wherever 
possible, language which has been construed by the 
courts was used. In some cases a phrase or word 
was used only after an exhaustive study of deci- 
sions lasting several days. Experts in various 
parts of the country were consulted as to special 
features and their suggestions carefully considered. 
When a complete draft of the bill was made it was 
printed and copies sent to every man who was sup- 
posed to have any special knowledge of the subject 
or any feature of it. These copies of the bill were 
sent to economists, to practical experts, to mana- 
gers and superintendents of public utilities, to law- 
yers and judges, and to mayors and aldermen of 
various cities. Hach was asked to comment upon 
and criticise the measure. The public utilities 
themselves were specially urged to present their 
views. Many, financially interested, responded in 
a disinterested manner with valuable suggestions. 
The representatives of the legislative reference de- 
partment were present at these hearings. All argu- 
ments advanced before the committee were taken in 
shorthand, and a typewritten transcript was later 
used by the committee in its executive session. 
The facts stated, the court decisions cited, and the 
economic principles advanced by those making argu- 
ments upon the hearings were subjected to careful 
verification. After the hearings closed the com- 
mittee took up in detail all suggested changes. 
Arguments pro and con were considered and 
weighed. Some suggestions were accepted and in- 
corporated into the measure; many were rejected. 
Special attention was given to any suggestion of un- 
constitutionality, and no claim that injustice would 
result from any feature of the law was ignored. 

A somewhat unique situation thus developed. 
Here were legislators, experienced draftsmen, emi- 
nent university economists, high-priced legal coun- 
sel and experts representing the special interests 
affected, state and city officials, as well as public- 
spirited lawyers, and citizens interested in behalf 
of the public, all centering their efforts and con- 
tributing their best thought toward the framing of 
a single law. 

The law has been in operation for seven years. 
Its provisions have been tested, and both public and 
public utilities seem to agree that it is at once 
effective, just and practical. 
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FINANCIAL RELATIONS BETWEEN CITIES 
AND UTILITIES 


By BION J. ARNOLD 


Chairman Board of Supervising Engineers, Chicago Traction 


ments of one sort and another have been made 

recently by which the municipalities share di- 
rectly in the profits of the local electric railways 
and exert managerial influence in their operation. 
This movement is so vital in its nature and so far 
reaching in its consequences that each experiment 
must be studied carefully in order that its lessons 
may be well and promptly learned. 

The partnership arrangement in Chicago has now 
been in operation for seven years, long enough for 
the determination of the wisdom of its provisions. 
It will be remembered that the city agreed with the 
railroad companies, as a condition preliminary to 
any settlement, that a valuation should be made and 
agreed upon which should be accepted as the initial 
price of the property. The difference between this 
amount and that of the outstanding securities was 


[> a number of cities in this country arrange- 


“During seven years the companies have 
paid themselves 7 per cent on their invest- 
ment, * * and have put about 


$14,000,000 in cash into the city treasury. 
By the end of twenty years I estimate that 


there will have been so deposited a fund, 
which * * * will, with accrued interest, 
amount to $90,000,000 at the end of the 


twenty-year period.”’ 
—Bion J. Arnold. 


to be either sacrificed by the holders thereof or 
taken care of out of such net profits as the com- 
panies were allowed to make under the ordinances. 

The railway companies saw fit to make this ar- 
rangement because almost every main franchise had 
expired, and operation was being conducted under 
temporary permits in the business districts of the 
city. One of the companies contended that it had 
a ninety-nine-year franchise under a certain ruling 
of the Illinois Supreme Court, but shortly after the 
settlement was made the United States Supreme 
Court ruled otherwise. 

The valuation ultimately agreed upon was $50,- 
000,000, the city allowing actually $11,000,000 more 
than the physical property was considered to be 
worth, partly because the legal decision mentioned 
above had not been handed down when the agree- 
ment was concluded and partly as the price of 
peace. Thus the $11,000,000 was in reality mainly 
allowed for unexpired ordinances and obsolete plants. 

The most important provision made in the ar- 
rangement was that for the rehabilitation of the 


property and the extension of the system under pub- 
jic supervision. The agreed purchase price to the 
city,, which is practically the bonding limit of the 
companies, was to be increased by the amount 
of the expenditures made for these purposes, 
and the expenditures were to be authorized by 
a board consisting of three men; one repre- 
senting the city, one the company, while the 
third was to be chosen by both. The last-named 
was to be independent of both interests and his 
name was to be written into the ordinance. During 
the past seven years under this arrangement the 
purchase price to the city has been increased to 
about $140,000,000 by the cost of the rehabilitation 
of the old property and by extensions to it. 

A second important provision of the contract pro- 
vided for the acquisition of the railway property at 
any time by the city upon six months’ notice, the 
price at any time to be the original $50,000,000, 
plus the amounts that had been added for rehabili- 
tation work and extensions with the approval of the 
board. This will continue to increase by the method 
mentioned until in 1927, when the present twenty- 
year franchise expires. The amount will then be 
about $204,000,000. 

A third provision is concerned with operation. 
The city granted a twenty-year franchise to the 
company, the maximum which could be granted un- 
der the state laws. The company operates the 
property, paying all operating expenses, including 
maintenance, insurance, taxes and a contribution 
to a renewal and damage fund, and receives 5 per 
cent interest upon the agreed purchase price of 
$50,000,000 plus additions as above. The balance 
of the receipts is divided between the company and 
the city, 45 per cent to the companies and 55 per 
cent to the city. During seven years the companies 
have paid themselves 7 per cent on their investment, 
including the above 5 per cent interest, and have put 
about $14,000,000 in cash into the city treasury. By 
the end of twenty years I estimate that there will 
have been so deposited a fund, which if invested in 
suitable securities netting 5 per cent income will, 
with accrued interest, amount to $90,000,000 at the 
end of the twenty-year period. The city can then 
buy for $114,000,000, which is $204,000,000 less 
this $90,000,000, a property having a tangible 
value of $150,000,000. In other words, this fund 
which the companies are putting into the city 
treasury is in reality an amortization fund, if it is 
allowed to accumulate properly, although it is not 
so called. It is thus seen that the price of the prop- 
erties is automatically fixed and the machinery pro- 
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vided so that the city can acquire them at any time 
without dispute. When it is remembered that the 
present scheme was worked out after the municipal- 
ity had endeavored to inaugurate municipal owner- 
ship, the wisdom of the present arrangement is ob- 
vious, as such ownership is automatically provided 
for whenever it is deemed necessary. 

The question may be raised as to why there will 
not be a property worth $204,000,000 at the termi- 
nation of the franchise. In the first place the new 
arrangement started with $11,000,000 in intangible 
assets. The railways of Chicago first operated 
horse cars, then cable equipment was substituted, 
next light electric cars were used and finally heavier 
electric cars became necessary. Thus not only was 
the sum of $11,000,000 paid for “junk” and fran- 
chises, as previously stated, but provision had to 
be made for the old cable system, obsolete cars, etc., 
which had to be eliminated, and for 400 miles of 
track which had to be rehabilitated. Hence the 
purchase price when all these things are done is 
about one-third higher than the tangible value. 

We made a mistake, some of us now believe, when 
the ordinance was passed in not providing that all 
or at least some of the profits should be used as an 
amortization fund for the purpose of retiring this 
intangible value. This will probably be rectified 
in the consolidation plan now being worked out un- 
der which it is proposed that the surface, elevated 
and subway lines will be operated as one system. 

The city of Cleveland made a solution of the trac- 
tion problem quite different from the Chicago plan. 
Instead of an agreed purchase price a certain cap- 
italization was agreed upon, and the company was 
allowed to earn 6 per cent upon that capitalization 
and no more. This capitalization may be increased 
from time to time under the supervision of a city 
railway commissioner. The fare was also reduced 
to 3 cents with provision for increase under certain 
conditions. That is, there was incorporated in the 
franchise a clause providing some flexibility by 
stipulating that if a reserve fund of from $300,000 
to $500,000, established by the terms of the ordi- 
nance, cannot be maintained with a 3-cent fare the 
fare can be increased or the income can be in- 
creased by means of a charge for transfers. Since 
the company has some outlying roads to which the 
3-cent fare does not apply and the fact that cash 
passengers pay 5 cents unless they happen to have 
the exact change ready, the actual average fare now 
collected is 3.24 cents. At present the operation is 
experimental at this rate, and the rate may have 
to be raised still higher, and I understand that it 
has recently been decided to charge 1 cent for a 
transfer in addition to the initial fare. It is possi- 
ble to operate on a low fare in Cleveland because 
the agreed capitalization is very low. The plan is, 
in my opinion, an experimental one. If it succeeds 
it should be remembered that the citizens of Cleve- 
land are getting and will continue to get only such 
service as a 3-cent fare or a 3.24-cent fare or a 3- 
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“While I think that Kansas City has the best 
solution of the partnership arrangement so 
far worked out, the Chicago plan has 
worked very smoothly for seven years. 
* * * Chicago has watched with pride 


the growth of the city’s fund, now amount- 
ing to about $14,000,000, and the citizens 
as a whole seem not displeased that the rail- 
ways have earned 7 per cent.”’ 

i —Bion J. Arnold. 


cent fare plus 1 cent for a transfer will yield. They 
will never get a 5-cent service for a 3-cent fare. 

The recently adopted Kansas City arrangement 
is a modified Chicago plan in which the “oversights” 
which I have mentioned have been eliminated. In 
Kansas City the railway was operating under a 
receivership. The citizens were rabid in their an- 
tagonism to the railway, as they believed that they 
had been misused. They felt that the system was 
overcapitalized, so much so that one of the leading 
papers of the city stated that the property was worth 
not more than $14,000,000, although, to be fair to it, 
this was before an actual valuation showed it to be 
worth much more. In fact, the company had vouch- 
ers to show that $35,000,000 had actually been spent 
upon the property. Under the settlement the com- 
pany is to be allowed to earn 6 per cent on $30,000,- 
000, and all surplus above this is to be invested in 
an amortization fund to be used in gradually re- 
tiring the intangible value of the property. The 
tangible property, as shown by my valuation, is 
actually worth more than $21,000,000 to-day so that 
the amount to be amortized is about $14,000,000. 
This is a fundamentally sound proposition for, if 
the railway is finally acquired by the city, it will be 
purchased for what it is actually worth, or if the 
property is continued under private ownership and 
management, the rate of fare can be adjusted on a 
basis of paying a fair return on real value where 
the intangible value has been amortized. 

In conclusion I would say that while I think that 
Kansas City has the best solution of the partner- 
ship arrangement so far worked out, the Chicago 
plan has worked very smoothly for seven years. Of 
course we have had differences of opinion in Chicago 
from time to time as to the wisdom of the board’s 
judgment on one point or another, but these have 
thus far been easily adjusted. Chicago has watched 
with pride the growth of the city’s fund, now 
amounting to about $14,000,000, and the citizens as 
a whole seem not displeased that the railways have 
earned 7 per cent. While I personally believe that 
the $14,000,000 fund should be used as an amorti- 
zation fund so that in time, after the intangible 
value has been eliminated, the patron of the street 
car will not be paying a higher price than it costs 
to render the service he receives, nevertheless the 
Chicago arrangement taken as a whole can be con- 
sidered sound and successful. 
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COMMISSIONS AND THE N. E. L. A. 


By T. C. MARTIN 


Secretary National Electric Light Association 


earlier days of all the great modern public util- 
ities very little thought or care was given to the 
subject of regulation from the standpoint of safe- 
guarding the public welfare, protecting the utility 
companies themselves, or insisting with equal em- 
phasis upon the rights of the investors and the em- 
ployees. The change that has come over the scene 
in all these respects in the last twenty-five years 
and more particularly the last ten, is little short 
of incredible. As one looks back it is now seen 
that what has come in the way of regulation by 
public service commissions was there to come and 
sure to come. But the main point is that regula- 
tion cannot be effected until there is something to 
regulate; until the new agency for public service 
and benefit has taken some kind of definite shape, 
and presents itself in concrete form as an entity 
that can be dealt with. New industries or utilities 
like the electric street railway or the electric light, 
or the industrial transmission and supply of elec- 
trical energy, have first to place themselves on the 
map before the legislative function can very well 
be applied to them. There had to be some won- 
derful periods and stages of invention, some stren- 
uous times of .financial and manufacturing com- 
petition, some tremendous efforts to raise capital 
for the installation of extensive plants; and it can- 
not yet be said that this introductory epoch or era 
has closed, for the advances in all the electrical arts 
are still frequent and often revolutionary. As in 
the case of the present dreadful war in Europe, 
it is extremely difficult to figure where and how it 
is all going to work out, but it would seem that in 
the public utility field we have in the public service 
commissions our Hague Peace Tribunal. started, 
and some ruling body that can help to cut out an 
awful lot of trouble, turmoil and waste, the net 
gain to the public being in direct ratio to the ef- 
ficiency of the commissions. We now have some 
forty-eight state commissions whose work applies 
directly to the regulation and control of public util- 
ities, and while at the moment perhaps only about 
half of these have so far been developed from 
“railroad commissions,” or created specially to deal 
with all public utilities generally, it is evident that 
in the long run every such body of officials will have 
entire utility regulation placed in its hands. That 
is the proposition before us, although in many quar- 
ters legislatures having substituted this kind of 
stable administrative control for their own spas- 
modic butting in, show an inclination to hamper the 
system thus wisely set up. 
The National Electric Light Association may 
fairly and reasonably be credited with an early ap- 


I: is a generally recognized fact that in the 


preciation and acceptance of the new conditions. 
As far back as 1905-1906 it organized its first pub- 
lic policy committee, whose gait and scope may be 
inferred from the fact that its sub-committees, all 
making reports, were: (1) on municipal ownership; 
(2) on public regulation and control; (3) on Lon- 
don sliding scale (gas) as applied to electricity; 
(4) on taxation and franchises; (5) on industrial 
insurance, rewards and pensions; (6) on public- 
ity and popular education; (7) on rates and meth- 
ods of charging. This looks like a large program, 
but the writer, as secretary of the association, can 
testify that at the very instant of writing, every 
one of these points of service, of development, of 
attack on economic heresies, of better service to the 
public, is being followed up either by the public 
policy committee or by similar committees to which 
it has delegated part of the work. All of this is 
based on the statement made in 1907, to which 
every progressive street railway man subscribes: 
“There is a community of interest between the pub- 
lic served and the corporation serving it. The 
goal of the regulating body should be to seek that 
happy medium as to prices charged and return 
upon capital arrived at which will result in maxi- 
mum benefits in the way of service.” 

An illustration of the important work under- 
taken immediately after it thus got into action by 
the National Electric Light Association, was the 
codification and issuance in pamphlet form—really 
a bulky book—of the public service commission 
statutes of the states of Wisconsin, New York and 
Massachusetts. This was an intensely interesting 
and useful analysis and comparison which not only 
showed the trend of regulative legislation but quite 
surely helped to shape it in other states falling 
into line under the new régime. It was an ex- 
pensive job and it was absolutely colorless as it 
offered no criticism or suggestion, but it was worth 
the price as a flat-footed proof of the tendency to 
variation and the hideous danger that lay in the 
future of the great central station industry and 
every manufacturer supplying its essential mate- 
rials, if every state in the Union were to set up 
standards and criterions of its own. It sounds 
like a modified form of treason to say that any 
art shall dictate to a sovereign commonwealth what 
the art deems best, but, on the other hand, has any 
state the right to set up and dictate local standards 
which shall not be common to our whole 100,000,000 
people? 

Fortunately the National Electric Light Associa- 
tion has been able to enforce and insist upon its 
national. point of view, and it is at once the duty 
and the pleasure of its secretary to state that it 
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has been able to maintain reciprocity and co-oper- 
ation with all the various public service commis- 
sions. It is in frequent, friendly daily communica- 
tion with them. It has already established what is 
perhaps one of the most complete collections of 
their literature that exists anywhere in the world. 
Only those who are in close touch with the situa- 
tion can have any idea as to the immense amount 
of matter thus coming out, much of it doubtless 
merely temporary and of fugitive value, but much 
of it charged with dynamite, opening up new con- 
ceptions of law and doctrine, not necessarily de- 
structive but, let us say, reconstructive; a great 
deal of it intensely instructive and suggestive; on 
the whole sane and solid and reflecting the Amer- 
ican ideal of treating everybody on the square. 

Next to its codification of the Public Service laws 
in the three great States of Massachusetts, Wis- 
consin and New York, comes the work that the 
N. E. L. A. has done in trying to “keep tab” of all 
the essential decisions affecting utilities in its field, 
by the issuance of a special bulletin known as ‘‘Rate 
Research,” now ending its fifth volume, a most use- 
ful and valuable compilation of commission rulings 
and decisions, supplemented by references to yen- 
eral literature on the subject and on such important 
matters as may be covered along this line in the 
technical press or in other ways. This sixteen-page 
weekly publication has nearly 1000 subscribers, 
which is at least an evidence of its value, and it 
now seems likely that through some process of 
broad co-operation among utility groups in the 
various fields, the pioneer work thus undertaken 
and so far carried on with brilliant success by the 
N. E. L. A. may flower and bear fruit in something 
much better. It may be noted incidentally that the 
commissions have been glad to assist in this work 
and share in its benefits. 

Accounting has been another important subject 
on which distinctive effort has been made, and with 
success, to co-operate with the commissions. For 
some years the association has had a standard classi- 
fication of accounts adopted by a great many of 
its member companies, which have control over a 
very large percentage of the income and expen- 
ditures of the industry. The intrinsic value of the 
system of accounts has been more or less directly 
acknowledged by all of the commissions, and as in 
the case of Maryland has been authorized, which 
means adoption. Work of this kind done: in mutu- 
ality is still going on actively, as, for example, in 
the extension of part of the system to give a fuller 
expression to the significance of hydroelectric work, 
so that the system of accounting may conform as 
closely as possible with the requirements of com- 
missions on the Pacific Coast, where so large a pro- 
portion of the electrical energy needed in the busi- 
ness is derived from water power. One example 
of the manner in which the association strives to 
secure national uniformity is given in the work 
this year of the accounting committee in collecting 
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“It sounds like a modified form of treason 
to say that any art shall dictate to a sover- 
elgn commonwealth what the art deems best, 
but, on the other hand, has any state the 
right to set up and dictate local standards 
which shall not be common to our whole 
100,000,000 people?” 


—T. C. Martin. 


for examination the annual report forms and ac- 
counting orders prescribed by the various state 
commissions. The exhibition thus made of fright- 
ful heterogeneity, of moderate requirements in some 
cases and of illimitable micromania in other direc- 
tions, and in general of a total lack of unanimity 
in applying the powers given to the commissions— 
is in itself sufficient reward for the effort. Obvi- 
ously, the best thing any such public utility body 
can do is to help the commissions ‘“‘find themselves.” 

This last remark applies to even another line of 
work of vital interest to central stations, that which 
embraces the whole field of meters, a branch of 
development in which the central station differen- 
tiates wholly from the street railway, whose basic 
feature is the “‘register’”’ as modified by the pay-as- 
you-enter method. The N. HE. L. A. has a meter 
committee which does important work from year to 
year in watching and guiding the progress and 
perfection of consumers’ meters, one type after an- 
other being needed as the art gets closer to its prob- 
lem of universal supply. This year the committee 
prepared and issued with its report a large chart 
showing at a glance all the public service regula- 
tions, or laws, now in vogue bearing upon the in- 
stallation and use of meters. It is a most instruc: 
tive survey of quite unnecessarily conflicting condi- 
tions in a very highly specialized electrical art, in 
which for the production of the best instruments, 
of the highest precision, at the lowest possible cost, 
universality and uniformity are needed for the con- 
sumer, the utility company and the manufacturer, 
without any peculiar advantage to be derived by any 
group or class. 

Other examples of this kind might be cited, but 
it is probably needless to pile them up. A final 
paragraph may be in order as to the attitude taken 
by the association as to the commissioners them- 
selves. Here one deals with such a changing per- 
sonnel, it is most difficult to maintain continuity of 
touch. A public utility company that changed its 
management every one, two or three years would 
be condemned at once as being in a “parlous,”’ which 
means perilous, condition, but in the commissions 
men come and go, for politics are vicissitudinous, 
and the archangel of to-day may be the outcast of to- 
morrow. This is in itself one of the biting reasons 
why public utilities have been so ready and willing 
to submit to regulation provided it be but regula- 
tion that can regulate itself and be consistent. 
Where the people of the state have insisted that 
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“A public utility company that changed its 
management every one, two or three years 
would be condemned at once as being in a 


‘“‘parlous,’”’ which means perilous, condition, 


but in the commissions men come and go, 
for politics are vicissitudinous, and the arch- 
angel of to-day may be the outcast of to- 
morrow.” 

—T. C. Martin. 


politicians should keep hands off, tolerant relations 
have been established between the utility and the 
commission, but this can in no wise be character- 
ized under the head of friendship. The utility now 
has the respect and regard that any decent and 
competent lawyer has when appearing before the 
bench of the court in which he practices his pro- 
fession. From the first, the N. E. L. A. has re- 
garded it as both a duty and a pleasure to ask the 
various public service commissioners to participate 
in its conventions. In 1912 every commissioner on 
the Pacific Coast was invited to attend the Seattle 
convention. At the Chicago convention of 1913 
every commissioner within range was invited to be 
a guest. At the Philadelphia convention of 1914, 
the head of the state commission was properly re- 
garded as a guest of honor. There are very few 
national meetings for years past at which the head 
of the Massachusetts commission has not been glad- 
ly hailed as a guide and adviser, apart from his 
pre-eminence as a judge of unswerving rectitude, 
trying to hand out the square deal as between man 
and man. Equally noticeable is the fact that at all 
the meetings of the N. E. L. A. state or geographic 
sections, the effort has been made, mostly with 
great success, to secure the presence of some mem- 
ber or officer of the commonwealth commission, 
from whose presentation of its point of view help 
and illumination could be secured as to what the 
utilities must do, or are expected to do, by the 
commissioners, to live up to the full measure of 
their opportunity in service to the public. 

It is perhaps at this juncture that further evolu- 
tions of relationship appear in order or are gradu- 
ally putting themselves in evidence. There is in 
reality to-day no central authority among the com- 
missions to which resort can be had to secure uni- 
formity of action in regard to very large problems 
in the central station field. To some extent, the 
member companies of the American Electric Rail- 
way Association come within the purview of the 
Interstate Commerce Commission; and of course 
there are the meetings of the various railway com- 
missions in convention duly assembled when trac- 
tion questions dominate and all else is forgot. This 
does not help the central station industry at all, 
and makes it most difficult for such a body as the 
National Electric Light Association, aiming at uni- 
formity, unanimity and universality of apparatus, 
methods and practice, to suggest, let alone enforce 


its ideals, in such respects. Evidently there must 
come for the best interests of all concerned—the 
nation itself in these electric days—a modus vivendt, 
a getting together. The symptoms of this are seen 
in the work already being done in some of the state 
or geographic sections of the N. E. L. A. in co- 
operating with the state commission by way of 
standing or special committees of the organization 
to consult on any new proposition that may come 
up. Let it be recognized that fundamentally the 
real underlying idea of any commission is regular- 
ity and uniformity, in the enforcement of which 
the largest number of people possible get the same 
treatment in the shape of justice and equity. To 
such an end all most co-operate, or admit them- 
selves advocates of discrimination and difference. 
Failing a central commission body—not forgetting 
the admirable work being done by the United States 
Bureau of Standards—there is thus developing 
among the state branches of the N. E. L. A. a sys- 
tem of co-operating by committee with the local 
state commission, so that when a serious question 
comes up the commission can get the utility point 
of view and the best technical data or advice that 
its utilities can give, before any vital action is 
taken. This process is already in evidence, and as 
it advances it may happily lead on to the condition 
where no one commission will assume infallibility 
but will be guided, as must we all in the long run, 
by the force of mature public opinion. 

Possibly a sympathetic note may be struck within 
the American Electric Railway Association when 
reference is made to the amount of time and en- 
ergy consumed in regard to public service commis- 
sion work by members of the. National Electric 
Light Association. Once and again, and then again, 
men whose heart is in their work, whose one aim is 
to reach higher and highest efficiencies in serving 
the public, are called off their jobs to take care of 
some minor order, ruling or sleight complaint or 
criticism that filters through the commission office. 
We have heard of breaking a butterfly on the wheel, 
but these are ghastly instances of breaking the use- 
ful wheel at the instance of some giddy, evanescent 
butterfly. The writer knows something from ob- 
servation of the discouragement of spirit and the 
bitterness of heart, the inevitable lowering of effi- 
ciency on the part of many central station men at 
the point of physical exhaustion seeking to deliver 
the goods to a million people, but quite often tripped 
up and baited and mauled and overworked by 
incessant hearings and inquiries. Out of that 
wretched stage we are already emerging, but some 
of us feel that the central station men who have 
loyally helped to carry out the public service com- 
mission principle, who believe in it heartily, and 
desire its utmost development along national lines, 
as an essential part of our modern system of gov- 
ernment of the people, by the people, for the peo- 
ple, are entitled to fuller praise and consideration 
than has yet been accorded to them. 
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PUBLICITY ON ELECTRIC 
RAILWAYS 


This Article Describes Typical Methods of Securing Pub- 
licity in Use on a Number of Electric Railway Systems. It 
also Contains a Newspaper Editor’s Views on the Subject 


elsewhere in this issue stress has been laid 

upon the importance of full publicity on the 
part of the electric railway companies of their 
actions and problems, so that the public may be 
better acquainted with both. There is also a una- 
nimity of opinion that publicity is useless with- 
out good service. An attempt to bolster up a 
deficient treatment of the public by publicity in 
any form is useless. No amount of fine printing or 
exuberant oratory will take the place of the good 
service to which the public is entitled, but if this 
is supplied, every advantage is to be gained by 
publicity. No service can be perfect, and even the 
struggle to make it better may cause inconvenience 
to the public. Hence it is always important for 
the riders to understand why delays are necessary, 
or why they are obliged to transfer at unusual 
points. A large steam railroad has recently adopted 
the practice of reporting directly to the passengers 
the reasons for unexpected hold-ups. What is true 
in regard to traffic conditions is also true in larger 
matters such as financing, franchises, etc. 

A most obvious way of reaching the public is 
through the reading and advertising columns of 
the newspapers, but posters, circulars, or useful 
articles such as drinking cups, fans and even hat- 
pins have been used to good purpose. Public serv- 
ice commissions have been organized partly to in- 
sure publicity of public utility matters, and while 
this function should possibly not have been neces- 
sary, they are now very important publicity agents 
for the electric railways. 

Systematic publicity work among electric rail- 
ways may be said to be a development of the last 
decade. Before that practically all the news on 
electric railways which appeared in the daily papers 
was secured by the newspaper men from unofficial 
sources, and when such information came from 
headquarters it was obtained by the reporter only 
after a great deal of effort on his part and often 
at serious inconvenience to one or more of the 
officers of the railway. The point lost sight of at 
that time by the railway officials was that the daily 
newspaper man had to publish the news as it came 
to the office of his paper, and that after an unsuc- 
cessful attempt to interview the railway officials, 
the reporter would use such information regarding 
the company as came to hand from outside sources. 


I: several of the contributed articles published 
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Mistaken attempts to thwart newspaper men simply 
serve to whet their appetites. In the words of an 
editor who has contributed his views to this chapter 
the tip which is in the newspaper office is sure to 
appear. But as this gentleman says, the manner 
and form of its appearance remain largely with 
the railway man. Attempts at suppression are 
retroactive. Never was censorship more strongly 
enforced than in the present crisis in Europe, yet 
there was that terrible story in the staid London 
Times saying that the British force in France had 
been “broken to bits.” If there had been no em- 
bargo on news it is very improbable that there 
would have been any such sensational dispatch. 
As the New York World said editorially in com- 
menting on attempts made to throttle the press: 
“One of the surest ways to promote falsehood is to 
suppress the truth. When facts cannot be had, 
people are thrown back upon the imagination, and 
there is no terror in this world like that which 
exists only in the mind.” 

With the line of demarcation fixing the respon- 
sibility for giving out news not sharply drawn by 
the railways, it was only natural that railway men, 
fearing misquotation and misconstruction, were 
loath to speak for publication. In short, no one 
making a statement for the press knew how his 
utterance might be viewed by the man higher up. 
From this rose the practice of designating some 
official of the company, or of appointing as official 
some one with a newspaper experience, who would 
know what the papers wanted and could secure it 
readily. This plan has now been adopted by such 
companies as the Brooklyn Rapid Transit Com- 
pany, the Boston Elevated Railway, the Inter- 
borough Rapid Transit Company, the Portland 
Railway, Light & Power Company, the Illinois 
Traction System, the Southern Pacific Company, 
the Detroit United Railway, the Toledo Railways & 
Light Company, the Empire United Railways, the 
Public Service Railway, the Washington Railway & 
Electric Company, the Puget Sound Traction, Light 
& Power Company, the Twin City Rapid Transit 
Company, the Bay State Street Railway, the Inter- 
national Railway, the Northern Ohio Traction 
& Light Company and many others. It was deemed 
advisable to secure for this chapter as far as pos- 
sible the ideas of men in charge of publicity work 
of representative city and interurban companies 


II 


HOA TAL 


=il 


2) 


ELECTRIC RAILWAY JOURNAL [PUBLICITY ON 


738 


ANNUAL 


a 


and to present the views of these men only as they 
concern their respective properties. Men on other 
properties entrusted with similar duties can thus 
see what has been attempted and accomplished 
elsewhere and appropriate to their own use such 
ideas and suggestions as may appeal to them as 
suitable for application to their own needs. The 
companies whose practice is described, however, by 
no means comprise all of those which have es- 
tablished publicity departments. They are simply 
examples illustrative of modern custom. Other, 
and possibly more conspicuous instances, may occur 
to the reader, such as the Toledo dispute where 
one of the most elaborate and aggressive campaigns 
has produced markedly good results. 


' 
' 
hy 
N 
‘ 
N 
HY 
; 
N 
N 
hy 
N 
bt} 
H 
hy 
H 
H 
‘ 
N 
‘ 
Nt 
h} 
HY 
; 
N 
Ky 
Hy 
N 
\ 
‘ 
\ 
' 
H 
\ 
j 
; 
H 
i 


PRINTED ANNUALLY FOR FREE DISTRIBUTION, 


COVERS OF UNUSUALLY ATTRACTIVE TRAFFIC PROMOTION CIRCULARS 


This much has been firmly established. Publicity 
work to be successful must be founded on confi- 
dence. The work of the man to whom this phase of 
public relations is entrusted is always intensive, 
frequently educational and sometimes must be pre- 
ventive. The soft answer will not, however, turn 
away wrath unless the management lives up to 
promises which are made. It is infinitely worse to 
break the promises made than never to have made 
them. The late J. P. Morgan was not so much con- 
cerned with the present financial ability of men to 
whom he made loans as he was with the reputation 
which men had for carrying out their promises. 
The credit system which Mr. Morgan set up as a 
criterion for judging men does not differ materially 
from that set up by editors. 


BOSTON ELEVATED RAILWAY 


The Boston Elevated Railway was the first com- 
pany in the United States to establish a publicity 
department, and since the inauguration of this 
service in 1897, under the presidency of Col. Wil- 
liam A. Gaston, its work has been continuous under 
his successor, Gen. William A. Bancroft. Within 
the past two years the financial burdens of 
the company have necessitated ‘some curtailment 
of what might be called “originating publicity,” but 
the duties of the publicity agent closely resemble 
those outlined in the ELECTRIC RAILWAY JOURNAL 
of Oct. 26, 1907, in so far as response to outside 
inquiries is concerned. The publicity agent reports 
to the second vice-president under the present or- 


ISSUED BY EASTERN ROADS 


ganization of the company, and a broad co-operation 
is maintained between all of the general offices and 
the publicity agent, whose office thus becomes a 
general informational clearing-house. 

Inquiries from outside sources directed to the 
publicity department cover such subjects as opera- 
tion, construction, equipment, legislation, plans, 
policies, accidents, etc. The office is open daily from 
9 a. m. to 5 p. m., except on Sundays and holidays. 
Inquiries received after the close of the office are re- 
ferred to the superintendent of the day, who is 
located at the company’s general office on Milk 
Street in Boston. During the late arbitration 
hearings the publicity department performed valu- 
able service in supplying the press with copies and 
digests of statements, tables of data, etc., and the 
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newspapers utilized this material liberally in the 
accounts of the hearings, which extended through 
several months and included a large amount of 
technical testimony. A small library is maintained 
as a part of the publicity department’s office, lo- 
cated on the same floor as the general offices of the 
company and in close touch with these. Complete 
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relations with the public all departments keep in 
close touch with their employees through bulletins 
issued from time to time. For example, the trans- 
portation department, in addition to the regular 
bulletins of an instructive character calling atten- 
tion to existing rules or establishing new ones, 
also puts out special bulletins under such titles as 
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files of clippings bearing upon the company’s work 
are maintained. 


THE BROOKLYN RAPID TRANSIT COMPANY 


The Brooklyn Rapid Transit Company has no 
regularly organized department of publicity but 
pursues a general policy of giving out freely all 
information solicited when it can be properly given 
to the public. President Timothy 8. Williams 
makes it a rule personally to receive inquiries re- 
lating to the work and policies of the company, 
and in this informational work he has the active 
co-operation of H. A. Bullock, his staff assistant. 

As an important element in maintaining proper 


“Health Hints for the Summer Months,” “Health 
Hints for the Winter Months,” ‘Concerning Pro- 
fanity,” “Safety Always—A Holiday Motto.” 
Whenever matters of general importance seem to 
require it, the company issues bulletins to all em- 
ployees in convenient pocket folder form. Recently 
when the workmen’s compensation law became effec- 
tive in the State of New York, a special pamphlet 
was issued. In this, as in other such publications, 
the employees were not merely furnished with the 
bare legal requirements of the law, but they were 
supplied with information intended to explain the 
essential relationship of the company and the men 
under the new law. The company has a means for 


HANNAH HHH 


Te 


ius 


ALON 


ill 


lit 


(ws 


= 


740 

keeping in close touch with the employees through 
the Employees’ Benefit Association, in which the 
social activity of the employees is centered. 

In its direct relations with the public the com- 
pany’s main problem is to insure an accurate knowl- 
edge of the facts connected with the operation of 
the system. It has not been found necessary to use 
means to stimulate traffic, as the territory has 
grown, in many instances, more rapidly than it was 
possible to provide facilities to accommodate the 
new business. Whenever specific matters relating 
to traffic need to be called to the attention of the 
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inquiries are responded to fully and frankly as re- 
ceived; from time to time formal statements of the 
company’s attitude on important questions are 
issued; newspaper advertising campaigns are car- 
ried on for special purposes, and reprints of im- 
portant advertisements are distributed on the cars 
when some special message is to be given to the 
public. : 

Elaborating somewhat on these four subdivisions 
of general publicity work it should be said first 
that the success of this work is due largely to the 
personality of Colonel Williams, who is noted for 
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BROOKLYN’S 
New Transfer 
System 


As explained by the Brook- 
lyn Rapid Transit Company 
in a newspaper statement 
of May 27th, and an adver- 
tisement of May 30th and 
4 June 1st. Reprinted for 
Hk members of the Brooklyn 
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public, this is done through large posters placed 
in the cars, supplemented occasionally by the dis- 
tribution of leaflets. On the whole, however, the 
principal purpose of the publicity work of the com- 
pany is to improve public relations in general. The 
basic policy underlying this work is that the public 
should be kept fully advised in regard to the affairs 
of the company and especially of the peculiar prob- 
lems which have to be met. The company has had 
an unusual opportunity to become acquainted with 
the public, and to explain its work and methods, 
during the present expansion in Greater New York. 

In the effort to improve public relations four 
general methods are used, as follows: Newspaper 


his frankness in responding to newspaper inquiries. 
Any properly accredited newspaper reporter can 
see him without difficulty any day when he is in 
his office. If the inquiry is of a general nature or 
relates to subjects requiring specific attention by 
departments it is handled by Mr. Bullock, who ob- 
tains the information direct from the company 
official most directly in contact with the subject 
under inquiry or puts the inquirer into communica- 
tion with this official. As a result of this practice 
newspaper men accept the statements of the com- 
pany at their face value when it is necessary to 
tell them that a subject cannot be discussed at the 
time of an inquiry. Experience has shown them 


AWAIT 


SalI TT 


(we 


NILA 


ELECTRIC RAILWAYS] 


that the company will furnish the information 
whenever it can properly be published. 

The formal statements of the company’s attitude 
on important questions, which are issued from 
time to time, are generally signed by the presi- 
dent, although sometimes they are issued simply 
over the signature of the Brooklyn Rapid Transit 
Company. Letters to public officials explaining the 
attitude of the company on subjects of public con- 
cern are also sometimes given out. The endeavor 
is made not to overdo the issuance of statements 
by attempting to drag in discussion which is not 
properly a matter of news. As a result, the state- 
ments receive better consideration than if the com- 
pany attempted to force publicity by issuing state- 
ments on all sorts of subjects or attempted to secure 
the publication of prepared matter not given out 


ELECTRIC RAILWAY JOURNAL 


2 


TAL 


During the preceding rapid transit campaign, con- 
ducted during the previous year, extensive adver- 
tisements were carried in the Brooklyn and Man- 
hattan papers. The recent campaign was a con- 
tinuation of this one. The principal feature was a 
series of advertisements entitled “Why We Need 
the Nickels.” In these chaptered advertisements 
various problems were discussed and the difficulties 
which beset the operation of the company were 
frankly stated. These advertisements formed a 
continued story and were recently issued in a spe- 
cial booklet. 

Mention has been made of the distribution of re- 
prints of important advertisements in the cars. 
This is a very efficient way to secure a large and 
immediate circulation of such material. As many 
as 375,000 copies of such reprints have been dis- 
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over the signature of the company itself or some 
responsible official. When formal statements are 
volunteered by the company or issued in response 
to inquiries, all of the morning or the afternoon 
papers, as the case may be, receive them, but when 
information is obtained in response to specific in- 
quiries for particular papers these papers are pro- 
tected in their news as it is withheld from 
others unless another newspaper asks the same 
questions. It is sometimes found difficult to draw 
a line between a question which justifies a general 
reply and one which entitles the newspaper asking 
it to receive protection in its information. The 
company finds that the safest criterion is whether 
the subject matter of the answer is something 
which the company would normally be giving out 
itself if no newspaper inquiry had been made. 
During the past year the company has been ad- 
vertising extensively in the Brooklyn newspapers. 


tributed in a day when the subject at issue was one 
of a very heated discussion. On another occasion, 
without any special stress or excitment, a circula- 
tion of approximately 100,000 per day was main- 
tained for several days. The company has now 
under consideration plans for systematically utiliz- 
ing this means for distributing educational ma- 
terial. 

One of the recent very effective means for 
giving out information on the new rapid-transit 
construction work is a monthly bulletin showing 
the status of the work. This is issued in 
mimeograph form, and the newspapers have given 
it very fair attention. It has a distinct value 
in the present situation, when a great many incon- 
veniences are experienced in different parts of the 
city as the result of pending reconstruction of 
existing facilities and the construction of new 
ones. 
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THE “TWIN CITY” SYSTEM 

The publicity work of the “Twin City Lines” 
is in the hands of A. W. Warnock, general 
passenger agent, who believes that “making the 
public your friend is a fine art, and like most arts, 
it is an extremely simply one, once you know how.” 
Mr. Warnock’s experience shows that friendly pub- 
lic sentiment can be developed through the giving 
out of accurate information on such subjects as 
“Why Present Rates of Fare Are Not Unreason- 
able,” “How the Electric Railway System is Oper- 
ated,” etc. In reaching the general public the com- 
pany has found the best mediums are the daily 
and weekly newspapers, window cards in the cars, 
folders and time-tables. 
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Among the titles of these cards may be mentioned 
“Please Read Your Transfer,” “Suggestion to Pas- 
sengers,” “For the Comfort of Passengers,” “For 
Better Service,” “Regarding Small Children,” ete. 

The “Twin City Lines,” to an unusual extent, 
makes use of folders and time-tables, advertising 
particularly its steamboat line on Lake Minnetonka, 
the White Bear Lake Resorts,. Minnesota State 
Prison, and points on the Stillwater line. In get- 
ting up this printed matter the underlying motive 
has been to produce something of a very high class, 
in the belief that cheap printed matter is not accept- 
able to the public and does not hit the mark. Hand- 
some folders like one recently issued under the title, 
“The Twin Cities—1914,” are highly prized by the 
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The company uses a great deal of advertising 
space in the local newspapers, utilizing such space 
liberally. whenever there. is any important an- 
nouncement to be made, such as changes in 
schedules or any other matter which requires the 
co-operation of the public. In the news columns 
the company makes no attempt to play up new con- 
struction or development work, feeling that the 
papers are somewhat chary of printing matters of 
this sort. Mr. Warnock is, however, always ready 
to co-operate with the newspapers in getting up 
stories, and the company is on the friendliest rela- 
tions with all of the local papers. 

Window cards in the cars are found to be very 
effective means for reaching the public. The en- 
deavor is made in these to teach some lesson of im- 
portance in promoting efficient transportation. 


public, and local publicity organizations of a civic 
nature are glad to send these out to people inquiring 
as to the merits of the “Twin Cities” as a permanent 
residence. The 1914 folder was the ninth annual 
publication. Of the folders just mentioned 52,000 
copies were printed this year, and time-tables giving 
information regarding the Lake Minnetonka and 
Stillwater lines have been printed in editions of 35,- 
000 to 50,000 copies each. A local company distrib- 
utes these folders in all hotels, ticket offices and 
folder racks, and the steam railways use quantities 
for distribution to prospective tourists. For a period 
of five weeks at the beginning of the season the 
company advertised that this folder would be sent 
to any address on receipt of 6 cents in stamps. 
From this advertising an average of nearly a hun- 
dred inquiries a day were received from people who 
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expressed an intention of spending a day, a week or 
longer in the twin cities. The steamships on the 
Great Lakes, from Buffalo to Duluth, are also sup- 
plied with these folders, and tourists destined for 
Minneapolis are given copies. The same holds true 
on the Mississippi River steamboats. . 

In reaching its own employees the company uses 
no regular publication, but prepares small bulletins 
occasionally which can be handed to the men with 
their pay checks. The bulletin boards posted in the 
clubrooms are also useful for this purpose. 

To quote Mr. Warnock in a recently published 
statement: “I hardly agree with the sweeping state- 
ment that the public is always unreasonable. It 
is our experience that the average public is a pretty 
decent public. Perhaps, who knows, what unfriendly 


EE 


——} 


ELECTRIC RAILWAY JOURNAL 


Ve 


= 


Za i KB 


“ils 


AAA A 


743 


tended to include the supervision of the publication 
of two monthly papers for the employees: the In- 
terborough Bulletin and the New York Railways 
Magazine. Mr. Waugh was engaged in newspaper 
work for eight years in Atlanta, Knoxville, Nash- 
ville and Chattanooga. He then came to New York 
and for twelve years, up to 1909, was connected 
with the New York World, of which he finally be- 
came assistant city editor. 

The bureau of which Mr. Waugh is the head 
secures records of all matters of public interest 
affecting both companies, such as new construction, 
changes in personnel, financing, accidents, etc., and 
makes such material available for the newspapers. 
Through it are also given out the monthly state- 
ments of earnings of both the Interborough Rapid 
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feelings the public may entertain toward us may 
be largely our own fault. Don’t we usually get 
what we give in all other relations of life? Maybe 
the same principle obtains in this matter.” 


THE INTERBOROUGH RAPID TRANSIT 
COMPANY 

The policy of the Interborough Rapid Transit 
Company of making a systematic effort to keep the 
newspapers informed of its activities dates back 
to the inauguration of the present management 
under Theodore P. Shonts, as president. The be- 
ginning, which was made at that time toward pro- 
viding a center where correct information of the 
doings of the company could be obtained, has been 
developed until now the work of the department, 
which is under Henry Porter Waugh, has been ex- 


Transit Company and the New York Railways. On 
these statements and such other information as is 
deemed advisable, a release hour is placed, as com- 
petition is particularly keen in New York in regard 
to financial matters, there being two independent 
financial news bureaus with ticker services. The 
bureau gives information wherever it is necessary 
to foster a correct understanding of any matter, 
and Mr. Waugh arranges for interviews between 
newspaper men and officials of the company. He is 
on call at all times either at his office or at his home. 
All the daily and other papers received at Mr. 
Waugh’s office are scanned by him, and matters re- 
lating to the company are clipped and placed before 
the president, who forwards them to other officials 
who may be interested. The eclippings are after- 
ward filed permanently for reference. 
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Mr. Waugh makes it a practice to inform the 
newspapers promptly of all the functions and ac- 
tivities of the company. An illustration of the 
method followed is shown in connection with the 
opening of the stores for employees where food- 
stuffs are sold at cost by the company. All the 
newspapers were informed in advance of the com- 
pany’s purpose, and on the afternoon of the day 
preceding the opening of the first store Mr. Waugh 
showed the newspaper men around. He left the 
talking largely to the man engaged as supervisor 
of all the stores, who gave the reporters such infor- 
mation as in his discretion would be of value to 
them in preparing their stories. Mr. Waugh also 
makes it a point to look after the needs of the news- 
paper men in connection with the other welfare 
activities of the companies, such as athletic events, 
picnics, theater parties and entertainments. He 
has also made it a practice to attend the public 
hearings before the Public Service Commission af- 
fecting matters concerning his company so as to be 
readily available to the newspaper men should any 
question arise on which an expression of opinion 
might be desired by the papers from some one in 
authority in the company. 

The Interborough Bulletin was started less than 
four years ago. It is a paper of and for the em- 
ployees of the company, and is distributed free. 
The circulation is about 18,500, and its appearance 
is eagerly awaited by the employees. Besides the 
circulation which it has among the employees, it is 
sent to a large mailing list of technical papers, 
magazine editors, city editors and others. It is de- 
livered to subway employees at the Brooklyn Bridge 
station and to elevated railway employees at South 
Ferry. A superintendent leaves the necessary sup- 
ply at the station and also delivers copies at the 
shops, power houses, etc. In each of the six recrea- 
tion rooms of the Interborough Rapid Transit Com- 
pany 500 copies of the bulletin are delivered. The 
Bulletin was such a success that after the sale and 
reorganization of the old Metropolitan Street Rail- 
way, controlling the surface lines, a similar publi- 
cation was started for the employees of the suc- 
cessor company. This is called the New York Rail- 
ways Employees’ Magazine. It has a circulation of 
8500 copies. The first issue was in May of the 
present year. The matter for these magazines is 
furnished mostly by the men, and information is col- 
lected by the chief clerks of the different depart- 
ments, who send it to Mr. Waugh at the informa- 
tion bureau. 

In the employees’ magazines of both subsidiary 
companies explanations are made to the employees 
of criticisms of the companies which have appeared 
in the public press. Marked copies containing such 
explanations are sent to city editors. Some of the 
material in each issue of both magazines is also 
written with the special end in view of explaining 
some particular phase of the companies’ work, and 
many of these articles, written by department heads 
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or prepared from information supplied by such of- 
ficers, have been reproduced in toto by the daily 
newspapers. 


THE PUBLIC SERVICE RAILWAY 


The fundamental principle of the work done by 
the publicity department of the Public Service Rail- 
way of New Jersey is simplicity. The work is in 
charge of J. L. O’Toole, who was for many years a 
newspaper editor on that effective paper, the New- 
ark Evening News. In his present work Mr. O’Toole 
endeavors to put himself in the editor’s place again 
and to supply only the kind of information which 
he as an editor would have ‘hunted down” as news. 
His ambition is to be considered by the editorial 
staffs of the newspapers in his district as one of 
themselves and to convince them that they can de- 
pend upon the authenticity of the news which he 
furnishes. If they want information on a subject 
not ripe for public discussion, he prefers to tell 
them so frankly rather than to give out ambiguous 
and misleading statements. 

When a city editor Mr. O’Toole was disgusted by 
the vast amount of “stuff” with which editors are 
deluged and which is prepared to serve the purpose 
of the writers, regardless of the style and character 
desired by the publishers of the papers. He real- 
ized that discreetly prepared copy would be con- 
spicuous through its rarity, and if the supply from 
one source was not too voluminous its welcome 
would not be worn out. This vital fact underlies all 
of the company’s publicity work. 
portant principle is that, to have news value, items 
must relate to local territory and conditions. Hence 
the characteristics of the different localities in 
which the company operates are studied, and news 
items are prepared to have local interest. 

In order that the publicity department may have 
inside information as to the occurrences of interest, 
Mr. O’Toole attends conferences when important 
matters are discussed. He thus becomes a general 
center of information. This fact is appreciated not 
only by the newspapers but by the general public as 
well, as is indicated by -the invitations which Mr. 
O’Toole receives to address associations of one sort 
and another, amounting to four or five a month 
during the winter season. 

The Public Service Railway issues no periodical 
for employees at present, although projects for this 
purpose have been considered. The amount of 
printed matter distributed is not very large, the 
public being reached principally through the news 
columns of the papers, advertisements being some- 
times, but not often, employed. The company gets 
a great deal of very desirable publicity through its 
safety crusade, and will get more in the future 
through a film, recently released by the Edison Com- 
pany, which was prepared through the co-operation 


of the film company and the Public Service Railway “= 


Company. 
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THE PENNSYLVANIA RAILROAD 


The fundamental ideas underlying the publicity 
work of the Pennsylvania Railroad are described in 
an article by Ivy L. Lee, executive assistant, printed 
elsewhere in this issue. In the practical working 
out of the policy based upon these principles dif- 
ferent types of circulars and bulletins are issued to 
the press, the public and employees. Through the 
press announcements which can be given news value 
are circulated. In these circulars, statements such 
as the following are made: 

“Difficulty has been experienced by railroad pas- 
sengers from time to time in learning the causes of 
delays to trains on which they were traveling. In 
order to remove this source of irritation, the Penn- 
sylvania Railroad has issued instructions to all 
conductors of passenger trains that when traffic 
is interrupted trainmen shall pass immediately 
through their trains and freely announce the con- 
ditions, advising passengers without reservation 
the reason for the delay, and, if necessary, the 
best means of proceeding on their journey. 

“When a train is disabled at or near a station, 
trainmen are to notify the passengers as to cause 
and probable extent of the delay in order that they 
may continue on their journey, or return on an 
available train. If passengers desire to communi- 
cate with their friends from the station they are to 
be accorded promptly the use of the telephone or 
telegraph. 

“Similar instructions have been given to station 
agents to post on their bulletin boards, or in other 
conspicuous places in their stations, a notice giving 
the location of whatever obstruction to traffic is 
taking place, the probable length of delay, and any 
other information in their possession, as to the 
cause and extent of the difficulty. 

“The management of the Pennsylvania Railroad 
has for some years made public full details of ac- 
cidents. It realizes, however, that passengers upon 
trains or passengers waiting at stations for the 
arrival or departure of trains, have a right to 
prompt information as to the cause and detaiis of 
any delays which may take place either to the train 
on which they are traveling, or that for which they 
may be waiting. It also realizes that passengers 
should have every opportunity to allay unnecessary 
anxiety on the part of friends or families, due to 
train delays or accident.” 

The public is reached directly through station 
posters which are changed frequently. These not 
only state some definite points of vital interest to 
travelers, but they explain the reasons for the prac- 
tices described. The announcements and the accom- 
panying facts are therefore coupled and false im- 
pressions are thus avoided. 

The most extensive circulation of facts to the 
newspapers is through the little magazine—I/nfor- 
mation—published at irregular intervals of about 
one week apart. In these a great deal is made of the 
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human element referred to by Mr. Lee in his con- 
tributed article in this issue. Information is 
usually a 4-page leaflet, 615 x 9 in. in size, printed 
and illustrated with great care. Each issue is de- 
voted to a particular topic and there is a wide 
variety in the choice of topics, as is shown by the 
fellowing titles: “He Risked His Life to Save An- 
other,” “The Railroad Roll of Honor,” “Providing 
Increased Facilities for Handling Grain,’ “Penn- 
sylvania Railroad System Owns Nearly 3000 Steel 
Cars,” “87,000,000 Passengers on 680,000 Trains— 
All Safe,” ete. 

Especial attention is paid to retiring employees, 
portraits of the more prominent of whom are 
published. 


THE NORTHERN OHIO TRACTION & LIGHT 
COMPANY 


On the system of the Northern Ohio Traction & 
Light Company the general passenger agent, James 
A. Braden, is also manager of publicity, although 
the department was originally simply the adver- 
tising department. The chief activity of the de- 
partment, after the regular advertising, is the pub- 
lication twice each month of a four-page paper 
entitled the Traction Bulletin, of which 30,000 
copies are printed at each issue. They are placed 
in small boxes in all city and interurban cars and 
passengers are invited to help themselves. Just be- 
fore each number appears a poster is placed in car 
windows announcing the next number and date of 
issue, with a strong line calling attention to the 
chief article. 

The work of the publicity department is 
handled by Mr. Braden, with the help of a sten- 
ographer and the co-operation of other employees, 
particularly for clerical work. The employees are 
reached by bulletins and circular letters through the 
safety department in charge of HE. H. Clinedinst, 
safety supervisor. Aside from the Traction Bul- 
letin the company reaches the general public by 
newspaper advertising and by posters announcing 
change of time or special events. The company de-. 
pends primarily on the bulletin in connection with 
work on public relations, but furnishes the news- 
papers with matter calculated to work toward the 
same end. Photographs, cuts and text for the 
papers are prepared with the end in view of meet- 
ing the various newspaper requirements so far as 
it is possible to anticipate them. The experience 
of Mr. Braden in newspaper work, extending over 
ten or twelve years, has of course been of great 
value in this work. The company invites complaints 
and looks into them, answering promptly all letters. 
On one or two occasions Mr. Braden has improved 
opportunities to talk before local clubs on electric 
railway subjects. It is his opinion that the Traction 
Bulletin has been the most effective work the com- 
pany has undertaken in the promotion of better 
relations with the public. 
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THE ILLINOIS TRACTION SYSTEM 


This large interurban system has a fully or- 
ganized department of publicity in charge of HE. E. 
Soules, manager of publicity. Among the differ- 
ent lines of work which fall to the publicity de- 
partment of this company are the following: Plac- 
ing of all display advertising in newspapers and 
magazines, including the making of the necessary 
contracts; preparation of special articles from time 
to time when requested by publications for use in 
special editions, etc.; preparation of “news stories” 
on the subjects of equipment, extensions, change of 
schedule and service, changes in organizations and 
other such topics as are acceptable to a newspaper 
as desirable news matter; arranging copy, printing 
and distributing folders and time cards for the use 


THE PENNSYLVANIA RALLROAD SYSTEM 


FOR EMPLOYES AND THE PUBLIC 


March 18, 1914 


Digging the Railroad Out 
of the Snow 
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SOW PLOW PERSPIRING AFTER TWENTY-FIVE. HOURS: WORK | 


last mae, this Wage, suching, lf Supdhy nish and ll dar Monday, March ut are 
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The blizzard of March, 1914, crippled New Jersey rail- 
roads worse than any other storm in their history. It para- 
lyzed the Main Line of the Pennsylvania Railroad between 
New York ahd Philadelphia— one of the busiest pieces of 
railroad in the world —for 24 hours. 
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electric properties and it is a case, therefore, of 
keeping up the every-day travel, with the exception 
of inducements that may be offered in the shape of 
excursions into some of the larger cities on the 
lines, such as St. Louis, Mo.; Peoria, Ill.; Spring- 
field, Ill., and other points. 

The experience of the company has been that the 
daily and weekly newspapers are the best mediums 
for reaching the public with the story of an excur- 
sion rate or special attraction, and a large amount 
of newspaper display advertising is used for this 
purpose, supplemented with the usual window cards 
and “fliers” in interurban cars. The advantage of 


the newspaper is that, in connection with the dis- 
play advertising, the excursion or attraction is 
usually given notice in the news columns. 


Recently 


THE, PENNSYLVANIA RAILROAD SYSTEM 
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FOR EMPLOYES AND THE PUBLIC, 


Broad Street Station Penisylvania Sta 
PHILADELPHIA, PA. May tI, 1914 PITTSBURGH, PA, 


He Risked His Life to Save -Another 


“The Brave 


Love mercy, and delight to save.” 
Gay’s Fale — The Lon and the Traveler 


21 


James Irwin, Pilot of Pennsylva- 
nia Railroad ferryboat Wildwood, 
plying between Camden, N. J., 


and Philadelphia, jumped from 
the ‘upper deck of his boat into 
the Delaware River and saved 


the life of a woman who had 
leaped into the river from another 
ferryboat. The following account 
of Mr. Irwin's heroic act is re- 
printed below from The Philadel- 
phia Bulletin of March 19, 1914. 


Vhen James Irwin, wheelman of the 
sylvania Railroad ferryboar Wild- 
|, was aiming his craft at her slip on ch 


morning, he 
Hammonton 


JAMLS IRWIN 


es were reversed. He called 
s Walton to take the wheel, seen amidst the thick ice surrounding the 
off his coat. slip. Irwin rushed to the deck of the pilot 
Ffe was not a moment too soon, as the house, climbed the railand plunged ico the 
woman had jumped, and her form was icy water 
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of the public, and planning and executing various 
advertising campaigns that may be considered ad- 
visable from an operating and traffic standpoint. 
The manager of publicity reports to the vice-pres- 
ident executive and general manager of the com- 
pany. Every agent or representative of the com- 
pany is considered an assistant to the publicity 
manager, for it often happens that the local repre- 
sentative, acting in co-operation with the publicity 
department, can be of great assistance in handling 
the publicity problems in his particular territory. 
Mr. Soules finds that the methods to be employed 
in reaching the general public for the purpose of 
stimulating traffic depend largely upon the local 
situation. For instance, the territory served by the 
company is not so well supplied with summer re- 
sorts as are many of the Northern and Eastern 


the motion-picture playhouse has opened up a val- 


‘uable medium for reaching a class of people likely 


to patronize the excursion, and this medium has 
been used to a considerable extent with the display 
of artistic curtain slides in “picture” and vaudeville 
houses. The slides tell concisely the story that it is 
desired to convey to prospective patrons of the 
road. This department and the traffic department 
co-operate to a considerable extent with organiza- 
tions giving excursions on the company’s lines, in 
the advertising of such movements. 

The company has found that newspapers con- 
sider “feature” stories on the subject of interur- 
ban operation as desirable matter for their columns, 
and some time ago a newspaper supplement was 
prepared by this company and offered to news- 
papers in its territory. It was eagerly accepted, 
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and two other supplements have since been issued. 
The last one was put up in magazine style, contain- 
ing twenty-four pages of reading matter and illus- 
trated with cuts of street scenes in cities served, 
views along the line, pictures of equipment, track 
scenes, terminals, etc. The supplement had as its 
basic theme the story of the advance in the use of 
electricity in the transportation world in the last 
ten years, and contained a number of original ar- 
ticles written -by officers of commercial organiza- 
tions in cities along the lines of the company on the 
subject of “The Advantages of an Interurban Rail- 
way toa City.” It also contained articles depicting 
the resources of the various cities and communities 
along the lines of this company, and the principal 
daily and weekly newspapers considered it a desira- 
ble addition to their regular editions. Where de- 
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Nearly four hundred suggestions were received and 
a committee of newspaper men awarded the prizes. 
The first prize was awarded for “Ideal Train Serv- 
ice,” and this phrase has since been used to a con- 
siderable extent in company advertising. 

In connection with the State fair this company 
also conducts an information bureau on the fair 
grounds and, in addition to supplying information 
in regard to railway connections, details of the fair, 
etc., an opportunity is afforded for a large amount 
of advertising. 

When sleeping and parlor-car service was estab- 
lished on the system the first car to be put in 
operation was sent on a trip over the lines and 
placed on exhibition at each city and town. At 
the time block signals were first installed, full-sized 
models were exhibited on the street corners in the 


Por Publioetion monday, September 28, 1914. 
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Hew York Oity. 


Temporary operation of one-half of the Center Street. Loop 
sutway (namely, the two vesterly tracks carrying the Brooklyn ele~ 


vated trains coming over the Sillijsnsburg Bridge) for the first year. 
shows that the business done more than paid the cost of operation. 
The Hew York Consolidated Railrom{ Company during the weck reported 
1o the Public Service Comission for the First Distriot the resalt 
of ite business for the first year ef temporary operstion, namely, 
from August 4, 1915, to duly 31, 1914. hie report ebous that the 
whole ayetem of the company was operated under the terms of tha Dusl 
System contreot aete ty the City with the ow York Munioipal Railesy 
Corporation, of whieh the Jew York Consolidsied is the operating com 
pany. the contrast provides that an soon ae a part of the now mb- 
ways, built ty the City, is ready for use it may be placed in tan+ 
porary opcration pending the completion of the whole system. fhe 
Center Street Loop sutway was preotically completed at the time tbo 
Dual Systen coctracte wore made, ani as scon ss Vhe.company could put 
in She Srack ami signal equipment 1% placed the two westerly trooks 


in temporary eperet jon. 


By the terns of the contract the earnings of the entire 


ayotem, that 10, thoes of the elevated railroads throughout Brooklyn 
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sired a page was donated to the newspaper for its 
own advertisement or to the commercial organiza- 
tion for an advertisement of the city itself. 

This company has from time to time taken the 
public into its confidence in various ways. For 
instance, in connection with the annual State fair 
which is held in Springfield, II]., an important point 
on the system, patrons were asked to make sugges- 
tions for the improvement of service. Each pas- 
senger traveling into Springfield on the company’s 
lines during the fair was entitled to make a sug- 
gestion by depositing a slip in a ballot box located 
in the company building at the fair, and prizes were 
offered for the best suggestions. A number of 
valuable suggestions were received, and the plan 
attracted considerable attention. 

A “phrase” contest was also conducted in connec- 
tion with the State fair. Prizes were awarded for 
the best three phrases containing three words be- 


‘ginning consecutively with the letters “I,” “T,” “S.” 


principal cities and the operation of the mechanism 
was demonstrated. 

In the “playing up” of construction and develop- 
ment work this company affords every facility pos- 
sible to the newspaper man. This kind of informa- 
tion is considered “live stuff’? by the news depart- 
ments of the city paper, and assistance in securing 
such information is appreciated by the working 
newspaper man. From time to time groups of 
newspaper men have been taken over the lines for 
the purpose of allowing them to see new construc- 
tion work and development of the properties and to 
give them an idea of the operation of the system. 
Photographs and in many cases cuts are supplied 
where desired. 

Folders and time-tables are distributed direct to 
agents from the publicity department of this com- 
pany, and agents are required to see that stocks are 
well kept up. Requisition for folders is made direct 
to this department and when a supply is sent out it 
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is accompanied by a slip stating the number of fold- 
ers forwarded, date, etc. A receipt is attached 
which the agent fills out and returns to the pub- 
licity office indicating that he has received the ship- 
ment. An arrangement with a distributing com- 
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MAP OF ROUTE FOLLOWED TO ACQUAINT NEWSPAPERS 
WITH THE POSSIBILITIES OF TRAVEL BY ELECTRIC 
RAILWAY BETWEEN BOSTON AND NEW YORK 


pany provides for a supply of folders to all hotels. 
In addition to folders this company issues a “termi- 
nal time card” for the principal points on its lines, 
which gives briefly the arriving and departing time 
of all trains and other information in regard to 
connections, etc. These are displayed in hotels and 
public places. In distributing other advertising 
matter where the services of a professional distrib- 
uter are required, the assistance of the local agent 
is depended upon. Advertising matter of this kind 
is sent to the local agent and the distributer is in- 
structed to call on the agent for it. The agent is 
then supposed to check up on the distribution and 
report back to the publicity department. 


A 350-MILE CITY AND INTERURBAN 
SYSTEM 


The head of the publicity department ‘of a large 
city and interurban system has supplied informa- 
tion regarding the publicity work of his company. 
On this system the publicity department was 
created in 1911. Its work consists in keeping the 
company management fully informed as to articles 
appearing in the press throughout its territory 
which, directly or indirectly, affect its interests; 
giving such information to the press as may be 
deemed advisable concerning the company’s policy 
or undertakings, and controlling the company ad- 
vertising. 

The reporters of the daily papers call or tele- 
phone to the publicity department every day for 
items and always receive courteous treatment. The 
effort is made to see that nothing except correct 
information concerning matters with which the 
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company is connected appears in the newspapers. 
This work has been accomplished well, as the city 
editors know that the publicity man is at their 
service, day or night, to assist them in every way 
to secure an accurate account of the subject under 
consideration. Copies of “hand out” articles are 
sent to all publications of similar class. Where 
a publication asks for information on a special sub- 
ject, the facts are reserved exclusively for it. _ By 
strictly observing well-framed rules as to the giv- 
ing out of information the company has been spared 
attacks arising because of the rivalry of local pub- 
lications. 

In the matter of public relations, reliance is 
placed chiefly on news items and paragraphs sup- 
plied to reporters as they call. Extended articles 
are also prepared for the press, as needs demand, 
and put into the form of “time copy” material for 
the magazines covering the company’s field. Last 
year a series of traffic talks was prepared and ap- 
peared in the company’s regular advertising space 
with good effect. The opinion of the publicity 


manager of the company is that such talks should 


INTERIOR VIEW OF CAR USED TO ACQUAINT NEWS- 
PAPERS WITH THE POSSIBILITIES OF TRAVEL 
BY ELECTRIC RAILWAY BETWEEN BOSTON 

AND NEW YORK 


appear in serial form so as to keep up a day-to-day 
interest, rather than as longer advertisements pub- 
lished spasmodically. The company’s development 
work is played up in every possible way and the 
reporters are supplied with data, photos, etc., ac- 


li 


INUIT A 


| 
| 


ANA 


eee eee eee nnn nn nnn nnn 


al 


Sil MMA 


= 


i 


ae 


INUIT 


200K 


ELECTRIC RAILWAYS] 


cording to their requirements. Every facility is 
afforded to newspaper men who desire personally 
to visit the scene of any operations which are being 
carried on by the company. 

Efforts are made to stimulate traffic through ad- 
vertisements in the daily press. All attractions, 
whether of a public or private character, are ad- 
vertised if they are likely to create traffic. For 
attractions running at fixed times throughout an 
entire season special folders are prepared and sent 
out with the company’s lighting bills. Consider- 
able publicity regarding special attractions is also 
obtained through news paragraphs and articles pre- 
pared along lines of indirect appeal. During the 
summer season the company usually issues folders 
suited to the demands of tourists. Where the 
probable return would seem to warrant the expendi- 
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their respective headings, and a definite policy is 
established regarding each class. All applications 
from any one class are similarly treated as to re- 
jection or consideration. By putting up the barrier 
of a definite policy regarding rejection, and show- 
ing the advertising canvasser that his proposition 
and every other of his class are being treated alike, 
the work has been greatly simplified. In short, 
the criterion adopted on this property regarding 
public service advertising is one of freeing the 
advertising appropriations from the burden of pay- 
ments authorized because of sentiment. Where 
such expenditures are deemed necessary, they are 
placed under their proper classification of donations 
or grants. 

The department is under the charge of the pub- 
licity agent who acts directly under the general 


CAR USED IN THE TRIP TO ACQUAINT NEWSPAPER MEN WITH POSSIBILITIES OF TRAVEL BY ELECTRIC RAILWAY 


BETWEEN BOSTON 


ture special folders are prepared to cover special 
excursions. These folders are distributed through 
hotel racks in the centers of traffic. 

In the line of advertising the newspapers are 
supplied with fresh copy according to existing con- 
ditions. Copy for the daily papers is generally 
changed every day, and for the weeklies it is 
changed according to circumstances. In this work 
close touch is kept with the various departments of 
the company, and every advertisement is framed in 
such a manner as to make it likely that the com- 
pany will, directly or indirectly, reap some benefit, 
financial or otherwise, as a result of its appearance. 
All publications of a similar class are treated in 
the same manner as to advertising space, and extra 
space taken in one is also taken in others of the 
same class. ; rer 

All advertising propositions are classified under 


AND NEW YORK 


manager. Its staff consists at present of the 
publicity agent, a clerk who takes charge of the 
clipping system, indexing, etc., a stenographer and 
an office boy, who assists in the work of handling 
the clippings. The “clipping” system covers all 
publications within the company’s territory. Every 
morning a letter is sent to the chief officials con- 
taining a digest of each clipping. This makes it 
possible for incorrect or misleading statements 
covering the work of any department to be cor- 
rected promptly. The clippings are pasted on loose 
leaf sheets, indexed by card system and are filed 
permanently in the publicity agent’s office for ref- 
erence. The office also scans the periodicals and 
technical journals dealing with the business which 
the company carries on and memoranda of para- 
graphs or articles are sent to the departmental 
heads as the demand arises. 
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THE ATTITUDE OF THE NEWSPAPERS TO- 
WARD PUBLIC UTILITY PUBLICITY 


In connection with the account of the ways in 
which the utilities keep in touch with the news- 
papers it will be interesting to have the viewpoint 
of the newspapers in regard to public utility pub- 
licity. To secure this from one newspaper editor 
the ELECTRIC RAILWAY JOURNAL requested an in- 
terview with Fred G. Buffe, secretary-treasurer of 
the Peoria (Ill.) Herald-Transcript. Mr. Buffe has 
had experience with public utility publicity, both 
from the standpoint of the railway and that of the 
newspaper, having formerly been connected with 
the Illinois Traction System, and so has had ex- 
ceptional opportunities for seeing both sides of the 
question. 

Mr. Buffe commenced by quoting an editor of a 
great newspaper who said that anything that 
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TO OUR EMPLOYES 


Courtesy is the outward expression of breeding and character. 
Company. 

Never attempt to take advantage of a patron. 

no revenue it does not earn. 


employe should so demonstrate. 
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The Public is Entitled to Courteous 
Best Possible Service 


Courtesy is the most valuable asset that an employe of this Company can possess. 
The best efforts of the Company to please its patrons are sometimes offset by 
the thoughtlessness of an employe who may fail to remember that any. act of his 
which develops ill feeling reacts upon the Company and upon his fellow employes. 


Don’t forget that you are in the service of the public as well as of 
The Company wants 


This is not a “soulless corporation” and the conduct of each individual 


Federal Light & Traction Company 


[PUBLICITY ON 


editors and different types of utilities and utility 
executives. If the point of view were reversed and 
the attitude of the public utility toward the editor 
investigated, the conditions would be about the 
same. If two and three make five so do three and 
two; likewise one is paid in the same coin that 
he gives. Whether a company is “a myriad-headed 
octopus sucking the life blood of the community,” 
or “a highly efficient, up-to-date, capably managed, 
soundly financed institution” is in a great measure 
determined by the man who heads the payroll of 
the company. 

It is safe to say that the attitude of the editor 
toward public utility publicity is the same as it is 
toward that of the street-cleaning department, the 
police station, the circuit court or any other source 
of news. He is paid to see that what happens in 
his town that is news is gathered, well written up 


TO THE PUBLIC 


Please do us the favor of selecting our office as the proper place 
to register complaints. 


We are ready and anxious to investigate any “kick”. 


No individual or corporation can always be perfect. We invite your 
help and ask your co-operation in bettering our service. 


CARD ON COURTESY DESIGNED TO BETTER PUBLIC RELATIONS 


affected the streets was good news. The streets 
were the arteries of the city for the common good 
of all the citizens, and anything that assisted or 
interfered with rapid communication and trans- 
portion was front-page “stuff.” This is true also 
of water, gas and light, because on these depends 
the comfort of the average citizen. Mr. Buffe con- 
siders that public utility news as a general thing, 
therefore, is good copy. The people are interested 
in anything that influences their comfort and con- 
venience. They are pleased to read of improve- 
ments: being made, whether by the utility com- 
pany or the department store. The extension of a 
car line is as interesting to the people of the city 
as the building of John Jones’ new barn is to the 
village. 

The way in which an editor looks upon public 
utility publicity varies with different varieties of 


and printed. If the public utility has legitimate 
news he will print it. Of course, in many cities, 
extraneous things enter the relationship, and in- 
fluences outside the editor’s control are determin- 
ing factors. It may be that the company and the 
publisher are at outs, or that the paper is allied 
with a city administration or a political organiza- 
tion which makes political capital by “lambasting” 
the public utility. It may be that because of past 
misdeeds or poor service, public sentiment has crys- 
tallized against the company. In that event this 
sentiment may be shared, reflected or even fostered 
by the newspaper. But these are special cases, for, 
in a city where the relations are neutral and where 
there is no political bias, the editor—the man in 
charge of the news end of the paper—will approach 
public utility publicity with an unprejudiced mind. 
If he is treated fairly he will be willing to give 
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the company more than an even break in the news. 

This subject brings in labor and franchise mat- 
ters, according to Mr. Buffe. For a newspaper 
these are dangerous questions and have to be 
handled with gloves. The news must be carefully 
edited and written without bias. An editor cannot 
be expected to jeopardize the success of his paper 
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and his position by espousing the cause of a public 
utility company. But unless the policy of the paper 
is partisan he will be willing, if treated courteously 
and given the facts, to print them fairly. 

The editor, contrary to the frequently expressed 
opinion, is quite human. It may be that long ex- 
perience with hypocrisy has made him cynical or 
that his dealings with press agents have made him 


ELECTRIC RAILWAY JOURNAL 


FOUR OF THE PICTURE POSTCARDS DISTRIBUTED BY THE ILLINOIS TRACTION SYSTEM TO AFFORD ITS PATRONS 
AN EASY MEANS OF “WRITING HOME” 


rc 


HAIN 


751 


prone to “examine the band on the gift cigar,” but, 
as a matter of fact, his human qualities are gener- 
ally uppermost. He is engaged in the absorbing 
occupation of giving the people what they think 
they want, and his waking hours are spent in quest 
of news. He is glad to welcome facts, but views 
“bunk” with “a cold and clammy eye.”’ He resents 


having anyone attempt to put something over on 
him with the “gold brick” of free advertising. 
While the editor is supposed to be divorced from 
the business department he is aware of the source 
of his salary and does not feel at all unfriendly if 
now and then he observes utility publicity in the 
display advertising. 

The public utility manager must put himself in 
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the editor’s place. Assume, for example, that some 
news has leaked out that the manager would prefer 
not to see in print. If the “tip” is in the news- 
paper office it will appear, but the manner and form 
of its appearance is largely up to the manager. The 
editor is a pretty busy individual. He is trying to 
make the “deadline.” When the editor sends an 
inquiring pest of a reporter to pry into the private 
affairs of the company he resents having him re- 
turn with a report of closed doors and stubborn 
and implacable clerks. He does not like requests 
and demands to kill news when it is legitimate and 
should be printed. His blood boils when the com- 
pany gives the opposition sheet a “‘scoop” and then 
attempts to placate him with excuses and apologies. 

Perhaps like many editors he is cursed with too 
few and inefficient reporters. He sends a young 
man on the jump to see the general manager and 
get an interview. So the reporter makes haste to 
the general office where he finds a secretary guard- 
ing the sanctum. He is told that there is “nothing 
doing,” or that the general manager is busy. Or 
perhaps he is given a manifolded typewritten state- 
ment. He fails to reach the “Presence,” does not 
get the story, and returns to his office sore, mad and 
disgusted. When he reports, the editor says, “We 
can’t print excuses. Write what you have for a 
‘follow’ and I’ll write the ‘lead.’ T’ll bet the big 
stiff sees the next man I send over.” And a big 
black mark is chalked up against that general man- 
ager in the mind of everybody from the editor to 
the office boy. And red-headed office boys seldom 
forgive and never forget. 

The reporter isn’t like the supply salesman. He 
cannot wait when the general manager is busy. 
The hands of the clock are racing. to press-time, 
and neither time nor the press will wait on the 
manager’s pleasure or convenience. No matter 
what the business of the moment may be he should 
see the reporter and be pleasant. It may be an 
annoyance to interrupt an important conference to 
interview a reporter, but it should be done by all 
means and at once. By so doing the manager is 
creating a correct attitude of the editor toward 
the railway property and also the attitude of future 
editors. 

Mr. Buffe enjoys telling a story, much to the 
point, of a general manager who is liked by the 
newspaper men in three states. He has the news- 
paper instinct highly developed. One stormy night 
in winter one of his cars made a skating rink out 
of the track and banged into a loaded car ahead, 
smashing windows and injuring several passengers. 
The editor of the morning paper, who was a good 
friend, called up the manager and asked him about 
the story and halfway apologized for having to use 
it. ‘You print the news, that’s your business,” 
was the reply. “I’ll call the superintendent and 
have him send someone up with the names and the 
facts.” 


This same manager, on the occasion of a dis- 
astrous wreck on his interurban line, loaded his 
private car with newspaper men, picking them up 
along the line, put the company telephone at their 
service and gave them every facility to get the 
news. He was able to put himself in the place of 
the fellow at the copy desk, 50 miles away, holding 
a front page open in the composing room and tear- 
ing his hair trying to get details of the disaster. 
That sort of thing helped make an attitude that has 
been worth a lot in favorable publicity for his com- 
pany ever since. ae 

Of late there has been a great change in the 
relations existing between utility executives and 
newspapers. The open door and the “glad hand” 
are now elements in the accepted and generally 
practiced policy, and excellent results naturally 
follow. gt eae 

To facilitate the working ‘out of this policy, 
public utilities should have certain officials who 
come in contact with the newspaper men as part 
of their duties. Most utilities now have publicity 
departments, and, properly handled, these should be 
among the most valuable cogs in the machinery of 
the organization. They should be in charge of men 
with newspaper experience, whose duties should not 
be merely those of the “press agent.” In fact, 
nothing is so certain to make the editor unfriendly, 
for he has been afflicted with this gentry for years 
and views their inspired utterances with much 
suspicion. 

By getting the confidence of the editor, by 
making him understand that there is no disposi- 
tion to grab free space for advertising, by showing 
him that the company desires only to give him 
legitimate news, the head of a publicity department 
can make himself a welcome visitor in the editor’s 
office. 

Like the public utility, the newspaper depends 
for its success upon service. Every day it has so 
many columns of reading matter to fill, and its 
readers are entitled to these columns with the most 
interesting and attractive matter it is possible to 
put together.. The advertisers pay for the dis- 
play columns, but the news end is paid for by the 
subscribers. The public utility office should be 
a good news center. And the management will find 
that the attitude of the editor is based upon this 
fact if he is given half a chance. The public 
utility serving the public should have little diffi- 
culty informing the public of changes and improve- 
ments in that service through the medium of the 
newspaper, the duty of which is to print the 
news. 

In general, then, Mr. Buffe believes that the 
attitude of the editor is but a reflection of the 
attitude of the utility, and mutual understanding 
and helpfulness will exist if consideration is given 
to the requests and to the work of the gentleman 
with the blue pencil. 
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General Electric Company 


BOSTON 


DALLAS 


TODAY ae 


SAN DIEGO 
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TWO YEARS AGO. AND 


Railway Motor Ventilation 


Two years ago the above advertisement appeared on this page. At that time 
the G-E Ventilation idea was generally accepted—but with varying degrees of 
application—such as the fully closed semi-ventilated and fully ventilated types. 


Today there is no question 


Thousands of these motors in service have demonstrated that the greatest savings 
in power, weight and maintenance and the greatest degree of reliability are secured 
only by full positive ventilation—a uniform circulation of exterior air throughout 
the entire motor. 

These are the big facts which explain why railway men now insist on full 
positive ventilation—the greatest improvement since the introduction of commu- 


tating poles. 


General Electric Company 


Minneapolis, Minn, Rochester, N. Y. 


Ee Atlanta, Ga. Cleveland, Ohio 


Baltimore, Md. 
Birmingham, Ala, 
Boise, Idaho 
Boston, Mass. 
Buffalo, N. Y. 
Butte, Mont. 
Charleston, W. Va. 


Columbus, Ohio 
Dayton, Ohio 
Denver, Colo. 
Des Moires, Lowa 
Detroit, Mich. 
(Office of Agent) 
Duluth, Minn. 


General Office: Schenectady, N. Y. 
ADDRESS NEAREST OFFICE 


Indianapolis, Ind. 


Los Angeles, Cal. 


Nashville, Tenn. St. Louis, Mo. 


New Haven, Conn. 
New Orleans, La. 
New York, N. Y. 


Niagara Falls, N. Y. 


Omaha, Neb. 
Philadelphia, Pa, 
Pittsburg, Pa. 


Salt Lake City, Utah 
San Francisco, Cal. 
Schenectady, N. Y. 
Seattle, Wash. 
Spokane, Wash, 
Springfield, Mass, 
Syracuse, N. Y. 


Charlotte, N. C. Elmira, N Jacksonville, Fla. Louisville, Ky. 
ue Erie, Pa, Joplin, Mo. E Portland, Ore. Toledo, Ohio 
Chattimpesa, en ne Kansas City, Mo. Memphis, Tenn. Providence, R. I. Washington, Wwe 


Chicago, Ill. 
Cincinnati, Ohio 


For Texas, Oklahoma an ; 
El Paso, Houston and Oklahoma City. F 
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Fort Wayne, Ind. 
Hartford, Conn. 


Knoxville, Tenn. 


Milwaukee, Wis. 


Richmond, Va. 


Youngstown, Ohio 


d Arizona business refer to Southwest General Electric Company (formerly Hobson Electric Co.), Dallas, 
or Canadian business refer to Canadian General Electric Company, Ltd., Toronto, Ont. 


